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carriers operating primarily west of the Mississippi River and two large carriers operating primarily
east of the Mississippi. In addition, there are two Canadian carriers, one of which is transcontinental
and also operates lines in the United States reaching Detroit, Chicago, New Orleans, Dallas and
Jackson, and the other which is almost transcontinental (terminating in Montreal) and operating lines

in the United States between Winnipeg and Chicago, reaching Chicago from the east through
arrangements with other railroads, and operating lines between Niagara Falls/Buffalo, NY and
Montreal on the one hand and New York City and several other mid-Atlantic destinations, including
Philadelphia, on the other. Inaddition, there is a modest size class I railroad that operates between
Kansas City and the Gulf Coast, and a number of regional railroads that operate in New England,
Florida, Wisconsin and Minnesota, and Mortana.

The final round of major mergers is likely to lead to the creation of two major carriers
in the United States through the merger of one of the western carriers with one of eastern carriers.
The other participants in the North American railroad business will likely align themselves in one
way or another with one of the two continent-wide mega-carriers. The overarching issue in this
final round of mergers will be whether the resulting rail system will meet the needs of the
public for efficiency and competition. The reason this issue is overarching is that once this final
round of mergers is consummated, the Board will not have an opportunity to change the situation
under present legislative and regulatory arrangements. ‘The Board’s powers to restructure the rail
industry to promote competition in the absence of mergers is severely limited under current law and
regulations. The key problem for the Board is to ensure that this final round of mergers will create
carriers structured in such a manner that the nation can live with the resulting system and that it will
serve the public interest in an environment where reduction of redundant capacity is not the central
issue. It must be emphasized that the Board faces no urgent need to encourage mergers to reduce
excess capacity as the excess capacity and redundant facilities in the system now have been
eliminated. Indeed, the experience of the past several years is that capacity in the rail industry is
severely constrained either as a result of insufficient investment or inefficient use of existing
facilities.

These comments will address the two central issues that will face the Board in the
final round of mergers. First, what structure of the rail industry is in the public interest in tlic long
term? Second, what merger guidelines should be established to ensure that future mergers promote -
that structure? .

A RAIL INDUSTRY STRUCT URE THAT SERVES
THE PUBLIC INTEREST :

ailroads is that if they fail to
ot pick up the telephone and-

It has been said that the ﬁmdamental proble
supply service to the shipper’s’ satisfaction; the shipper usuall
call another railroad. The Board’s objectlve in this ﬁna.l round ;

! We will use the term “shipper” in i thise coi'umén 1
receivers, and also mtermedxate transportamon service prmn ers such as ports.




shippers have the opticn of picking up the telephone and calling ancther railroad where this is
practicable. This minimum level of rail-to-rail competition is the only long-term assurance (i) that
the railroads will receive appropriate market signals, (ii) that the railroads will aggressively pursue
service enhancements and cost reductions, and, most fundamentally (iii) that railroads wil! respond
" promptly and efficiently to changing economic and social conditions. Railroads facing rail-to-rail
competition wiil begin to act more like other businesses in the US economy focusing on solving
problems for their customers and making every effort to deal with complications and impediments
as they arise, at the lowest possible cost. They will do this out of pure economic self-interest -- to
ensure that the shipper does exercise his option of picking up the telephone and calling another
railroad.

The Ports believe that such a competitive structure of the rail industry will provide
far better solutions to both current and future problems than can be provided by dead-hand protective
conditions imposed in mergers that take place under what may be radically different economic and
social circumstances than the shippers, the Ports and the railroads will face in the future. Moreover,
the Ports do not believe that an industry structure where they as Ports may have competitive rail
service, but large numbers of other shippers in the economy do not, is a satisfactory structure. The
issue is not simply the existence cfrail-to-rail competition for the Ports® traffic, but the existence of
a type of railroad industry that will respond to the challenges and opportunities of an ever changing
market. This type of rail industry will only develop when railroads generally have to operate in a
pervasively competitive market facing real rail-to-rail competition. For the long term, the effects
of pervasive rail-to-rail competition on the nature of railroads is more important than simply ensuring
that today a limited number of favored shippers have competitive rail options.

The long-term evolution of the structure for the rail industry that is contemplated in
these Comrnents is not radical or novel. To the contrary, it is = structure that most American
industry has had since the beginning, a structure that is vigorously . _sintained through application
of the antitrust laws.? Nor is such a long-term structure radical or novel in network industries. In
the telephone industry AT&T’s network was first opened to long distance competitors in the late
1970's, was substantially restructured to support long distance competition on a level playing field
in 1984, and is now in the process of moving to competition in the local service market under the
auspices of the Telecommunications Act of 1996. See, e.g. MCIv. AT&T, 709 F.2d 1081 (7" Cir.),
cert. denied sub nom. AT&Tv. MCI, 464 U.S. 891 (1983); United States v. AT&T, 552 F.Supp. 131
(D.DC 1982;, .1f°d 460 U.S. 1001 (1983); Telecommunications Act.of 1996, P.L. 104-104, February
8, 1996, 110 Stat. 56. The natural gas industry was transformed from a series of regulated
monopolies from well-head to burner tip largely by the use of FERC’s existing powers, see ¢.g.

? The Ports themselves are acutely aware of competition for port services. The Ports face
competition for trans-Pacific container traffic from the Port of Vancouver, BC, the Port of
Oakland, CA, and the Ports of Los Angeles and Long Beach, CA Moreover, for trans-Pacific .
container traffic, the Port of Seattle and the Port of Tacoma are themselves in vxgorous
competition. Furthermore, the Port of Everett has recently announced its intent to enter mno
tranis-Pacific container trade whlch will'create further local competl ion. .




Order No. 636, Pipeline Service Obligations, IIl FERC Stats. & Regs. (CCH) p. 30,939 (Apri! 8,
1992), Order No. 636-B, Denying Rehearing and Clarifying Order Nos. 636 and 636-4, 61 FERC
p. 61,272 (November 27, 1992), with the result that natural gas pipelines now operate in an
increasingly competitive gas transportation market. This has been backed in many states by
legislation permitting competition in the local market with the result that not only large industrial
consumers have competitive gas purchase options but aiso retail users. Similarly, the electric power
industry has been undergoing a transition to a more competitive structure with the separation of the
potentially competitive generating market from the monopolistic aspects of the system --
transmission and local distribution. See e.g. Order No. 888, Promoting Wholesale Competition
Throw.gh Open Access Non-Discriminatory Transmission Services by Public Utilities, 61 F.R. 21540
(1996*.76 FERC 61,009 (1996), 76 FERC 61347 (1996), 79 FERC 61,182 (1997), 82 FERC 61046
(**- +  -tion for review pending sub nom. Trans-Access Policy Study Group v. FERC, D.C. Cir.
b - . submitted November 3, 1999.

Indeed, in much of the rail industry itself, there is already substantial rail-to-rail
competition. Shippers in many parts of the country have service from two rail carriers and the
Interstate Commerce Commission at times sought to enhance that situation, perhaps most
dramatically by insisting that there be two-carrier service in much of the Powder River Basin where
approximately 1/3 of the nation’s coal is produced and shipped almost exclusively by rail. See
Burlington Northern and Chicago North Western Transportation Co. - Construction and Operation
-- Between Gillette and Douglas in Campbell and Converse Counties, Wyoming, 348 1.C.C. 388
(1976); and Chicago and North Western Transportation Company -- Construction and Operation,
363 L.C.C. 906 (1981). In the recent acquisition of Conrail by CSX and NS, shippers with annisal
rail expenditures of over $700 million that had been captive to Conrail are now in the Shared Assets
Areas where they have direct access to both CSX and NS through the intermediary of a neutral
terminal company. See CSX Corporation et al. and Norfolk Southern Corporation et al. -- Control
and Operating Leases/Agreements - Conrail, Inc. et al., STB Finance Docket No. 33388, Decision
No. 89 (Served July 23, 1998).° The Ports are proposing that further major mergers in the railroad
industry be conditioned on the merging carriers providing to all shippers on the merging carriers the
same option to “call another railroad™ that many rail shippers already have, to the extent that such
competition is practicable.

* At p. 129 of Decision No. 89 the Board stated unequivocally that:

The most important public benefit resultmg ﬁom the
transaction will be a substantial increase in competition by
allowing both CSX and NS to serve where only Conrail s
before. This will bring new competition to shippers in: such
markets as Southern New Jersey/Philadelphia, Northern New
Jersey, Detroit, Ashtabula and the Monongabiela coal ﬁelds

: Apphcants ‘estimate that $700 million worth of trafﬁc\ T-year will
receive new two—camer competm«m

. -6-‘»




The structure of the rail industry that results from the final round of mergers w111:'
likely prevail for some considerable period of time. Iti is imperative that in this final round of.
mergers the Board take the opportunity to exercise its véry broad authority under existing law to -
ensure that the resulting railroad industry structure. provndes the amount and character of rail-to-rail .
competition that will place a continuing pressure on each raxlroad to provide attractive service and
pricing packages to its customers and force the industry:as a whole to respond to changing
circumstances promptly and efficiently. In our view;the mlmmhm level of rail-to-rail competition

that emerges from this final round of mergers must satisfy | two condmons

The first condition, which we refer to-as “Local Access,” is that within areas where
access to two carriers is pmcncable, all shippers have such access: The second condition, which we
refer 1o as “Long-Haul Access,” . is that berween major market areas there be at least two fully
competitive rail routes served by competing long-haul carriers: We will discuss each of these
conditions in greater detail.

Local Access®

A competitive rail market requires that sblppers have access to at least two rail
carriers. This means that there must be in place a practical and "conormc method by which they can -
“call another railroad” if they become dissatisfied: with the p: ith .
which they are dealing, even if the lines o" only one. rall "ad reach the shipper. The Ports have
1 € such as the complex along Puget
Sound that includes Seattle, Tacoma and Evcrett because: the largest number of shippers is located . -
in such major market areas and because the PO!‘tS and theu ultlmate customers are located in such

areas.’

Within major market areas there are four,general approaches that can be used to
ensure that all shippers have access to at lcast two rallroads e .

1. The CSXT/NS Shared Assets Concept

The first general approach to provndmg local access is that proposed and 1mplemende

4 These proposed guzdelmes do not camem !ate a reciprocal arrangement for local
C cludmg such an arrangetnent




distribution and collection of traffic while the hn
trains at the yards in the shared assets areas. :




® ‘

(ii)  Comparative niling. grade on each route -
(il Line capacity-on eack route

(iv)  Ownership-versus tra kage ng ts'

™) Potential for capacity expansion

(vi) Other factors aﬁ'ectmg cost .of service

In many cases major- ‘marke; areas already will'be connected by compenng routes
served by long-haul carriers that are roughl len here this is not the caze, however, the
final round of mergers must be conditioned on the m ers taking steps to correct thi
condition where it is within their capamty so. 'For example, where the lorig-haul competitor
of a merging carrier has an‘inferior route into or. ma.rk' tarea, corrective steps could mcludmg
reversing the landlotd tenant relationship with respect to 4 line ein order to provuie both
access to a market on owned trackage, exchange‘of fines; or; where -multiple routes are not feasible
or are not econonncallywarranted, mm 'oWnersth mes withuse by both camers on‘equal tem

MERGER GUIDELINES TO FURTHER HE PUBLIC INTEREST







mor_e Class I carriers and ihist
comtol ‘over rail assets havin,




(ii).  Each Class] carrier involved in the transaction shall offer overhead trackag
rights at cost-based rates to each shortline or regional. rail whose only physical connection with
the national rail system is over a Class I carrier involved in'the trans
shall extend from the physical connection between the short line and the Class I carrier involved i in.
the transaction to.the nearest physical connection-between:the Class I carrier involved in" thi
transaction and a Competitive Long-Haul carrier. ‘Exceptasrequired by the Board in specific cases; ;.
such trackage rights need not be offered if the closest phystcal connection with a Competitive Long-
Haul Carrier is more then 20 miles from the shortline’s or regnonal railroad’s connection with the
Class I carrier involved in the transaction.

Long-Haul Structure/T ong-Haul Competition:

(iv) - EachMajor Market Areaservédbya Class Icarrier involved in the transaction
shall have serviceby a Compemwe Long-Haul Carrier: The térm Competitive Long-Haul Carrier
as used here means a carrier that, from the Major Market Are .question, has access to all other -
Major Market Areas either directly or through' connectlons that'do not involve use of the Class I
carriers involved in the transaction. That access shallbe sul ially equivalent to that of the Class
1 carriers involved in the transaction. In applying thi ‘_po cy, the Board must mterpret the terms -~
Major Market Area, and Substantially Bquxvalent to furﬂ‘ b 1ts' new pohcy of moving the railroad
industry to a new, more competitive structure, =

Proposed Regulations:

It is the policy of the Board that any transactmn subject to these
supplementary guidelines shall, to the_maximum extent possible,

promote rail-to-rail competition within the United States and between
the Unzted States and adjacent forelgn countrzes

In furtherance of that policy, the: Board.f ,
transaction subject to these supplementary guzdelmes unless,
immediately following such transaction: . i










lntéi'national Aspects

jurisdiction stops at.the borders of ‘the Units
conditions outside the borders of the Umted St

By sensmve pplicaf ;
attempt to shape its approach w:th respectto forelgn activitie: affectmg the Umteél States ra11 arket

: level oflocal acce




should reflect this.

Second, there isat least one Ma]or Market Area ada where there isno long-hau
competmon -- the Port of Halifax which is served ‘exclusively by Canadian National Railwa
While service by a single railroad may dxsadvamage the Portof Halifax, it is guestionable whether

advi railroad competing in the Uni
States, provided that the shlppers and receivers located on CN or CN controlled lines in the: United
States have access to'Competitive Carriers and the Major et Areas in which they are located
have access to Competitive Long-Haul Carriers servmg ports ompeting with the Port of Hahfax.

Proposed Regulations:

When these suuplementary gmdelmes appIy an ne.or more of the
Class I carriers mvolved in the tr r

United S(a_te




4, Implementation of transaction:

The implementation phase of st 2il mergers has. not been a happy
experience for the railroads involved in the transaction, other railrs, ¥ shippe®. or ute Beord.
Unfortunately, once a transaction has been consum ted, d plen.x...».atmr. Prot.ems have ansen,
asa practlcal matter ly the rallroads mvolved >




gers there has been no ¢




Proposed Guidelinﬁejs:k

No ifansac}ion subject o these sup'pleme‘ntary fguidelines will be

g Slows, and
heApplzcatgts
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Vision

fant The Part of Seattle’s vision is to be the most effective and
and Mission

respected provider of trensportation facilities and services to

promgote international trade and commerce, and will be the best

publicly owred catalyst for sustained regional prosperity in the nation.

Our primary mission is to be a leader in providing services and facilities to
accommodate the transportation of cargo and passengers by air, water
and land; to provide a horme for the fishing industry, and to foster regional

economic vitality and a quality life for King County citizens. -

The Port will alsa pursue other opportunities if they enhance its ability to
achieve its primary mission ar if they preserve scarce land resources ~ marine

or aviation — of unique value for port uses.

In accomplishing its goals, the Port will work as a partner with ather public and
private entities. The intent is to complement, rather than duplicate or compete

with, the functions of general purpose governments or the private secton




President’s
Message

\A/hen Vice President Al Gore dedicated the new state-of-the-art contain r-shipping
facility at Terminal 5 in Seattle in September, he praised the Port of Seattle for its com-
mitment to creating new econamic opportunities for our community in the glbal econamy.

That event was just one of many in 1998 that reflect the Port of Seattie's mission and
approach to investment in the community. We aim to deliver marine and aviation services
and facilities that strengthen our region’s competitive pasition in the United States and
throughout the world,

In recognition of our prominent role in international trade, Seattle was chosen as the
site for this fall's World Trade Organization Ministerial meetings. The eves of the world will
be on Seattle, as these meetings bring together leaders from more than 160 nations to
make decisions on critical trade issues.

At Seattle-Tacoma International Airport, we cantinue to make progress toward our goal
of meeting the needs of passengers and airline customers for expanded capacity and
improved services. The airport set another record last year for air travei and air-cargo
handling — yet again confirming the wisdom of our region’s decision to expand the airport
and making it even mare essential that we move forward as quickly as possible.

The marine port also saw recard cargo-container volumes in 1998. That was an
outstanding achievement in a year when our Asian trading partners continued to feei the
effects of a major economic downturn.

As we approach a new century, the Port’s commitrment to investment in the community
becomes more critical to sustaining our region's economic vitality. As a government
agency, the Part has responsibilities to represent the interests of King County citizens.
The Port also is a service-driven enterprise dedicated to providing the modern facilities our
customers need to move carga and passengers efficiently.

As an example, the Port and Norwegian Cruise Line signed a four-year agreement that
will make our nationally recognized Bell Street Pier the home port for weekly cruises to
Alaska starting in May 2000. This achievement was possible anly with the support of our
partners in the private sector, lshor and government over more than a decade to expand
the cruise business ir: Seattle.

Our economic-development activities extend throughout King County. These efforts
include partrerships in Bellevue and soutn King County to i'ecruit new businesses and
assist the expansion of existing companies. We also saw gains in 1998 to expand jcb-
training and apprenticeship oppartunities in collaboration with local government, business
and lshor.




Everyone in our community shares a responsibility for the education of our young peaple.
The Port is proud of its accomplishments in 1988 to expand awareness of the importance .
' of trade and help our students prepare for exciting careers in trade and transportation. .

The Port's effort to upgrade our area's transportation infrastructure is another
' example of how we work collaboratively to attain regional goals, Improving roadway and
railway links will speed the movement of people and goods — and alsc ease traffic conges- ;
' tion, reduce air pollution and make our roadways safer. .

As 8 leading international gateway, the Port provides access to world markets for
many leading Washington state businesses, Our rising trade flows help sustain a thriving
transpaortation industry comprised of hundreds of companies employing thousands of
workers throughout the region. In this way, the Port serves to diversify our economy and
cushion the impact of any economic downturns.

The Part's unique role and mission give us the opportunity to engage in activities
that other local governments cannot do, and that private enterprise may be unable to do. .
These activities may not prorduce results immediately to the Port's bottom line — but the :
- investments pay for themselves many times over in new jabs, economic opportunities and

an improved quality of fife in our community. . )

As we look ahead to the new century, we can do so with canfidence because of the
dedication of our Part staff and labor force. Their cornmitment ta the community makes
our accomplishments possible.

Rt R,

Patricia Dauis, President
Part of Seattle Commission

Jack Black, Ve Presideat
Patricia Davis. esident Paige Miller. Stoetary

Clare Noiquist, Assistant Secratary




BIMArship with

uustimers and 1 coomaiy,

the Part works o ereste
BCOROMIC agportunity and keep

BT egion competitive in the” -

*intermations] marketplace. - -

Executive Director's
Message

The core values of our region — innovation, a cammitrment to cammunity and respect
far the environment —~ provide the foundation upon which our strong economy and Guality
of life are built. These, tao, are the values that guide the Port of Seattle as we make
investments in world-class marine and aviation facilities to meet our region’s trade and
transportation needs well into the next century.

In partnership with our customers and the community, the Port works to create
economic opportunity and keep our region campetitive in the interrational marketplace.
With ane of every four jobs in Washington tied to international trade, the Port's role in
providing access to world markets becomes even more critical. A new example of the
Port’s service to the region as a catalyst for economic development was the opening iast
Cctober of the World Trade Center on the Central Waterfront.

The Port completed the Terminal 5 expansion for APL Ltd. and its alliance partners in
1998, and launched the Terminat 18 expansian on Harbor Island this year These major proj-
ects make Seattle well-positioned ta accommadate the large new ships operating in the
trans-Pacific trade, as well as increased carge volumes in the future.

Substantial progress occurred last year in the planning at Seattle-Tacoma International
Airport for improvements to the terminal, parking facilities, drives and airfieid. As these
major projects mave forward, the Port is committed to maintaining the excellent service
our airfine customers and passengers expect.

The Port's responsibility to create economic oppartunity extends well beyond our
harbor and airport. To prepare our young people for the challenging jobs of the future,
business, labor and our educational institutions work as & team to develop creative
approaches to workforce training. In my role as Chair of the Governor's Task Force on
School-ta-Work Transition, | have been rewarded by the enthusiastic response from
many students and teachers as we open the doors ta exciting careers in trade and
transportation.

The Port, as a steward of our natural resources, is committed to protection of the envi-
ronment as we expand our aviation and marine facilities. in particular, the Port is closely
involved with local, state, tribal and federal governments and other stakeholders in
Endangered Species Act compliance.

As o). _-ators of vital infrastructure, the Port also has dedicated substantisl resources
to addressing Year 2000 concerns. We have identified critical systems in our aviation and
marine operations and have developed comprehensive remedial and testing plans, including
contingencies for possible external Y2K failures.




Thomas M. Tierney. Jr.. Chis! Amimistiative Qfficer/Choet Fiagnvial Bfhcee
Gina Maric Lindscy. Hanaging Duector, Aviatron Duwisigs

Stephen Sewett. Managing Biecto. Mauze Dwision

Linda Strout, Gengral Ceunsel

Mic binsmore. Erecative Quector

Ensuring a continued high level of service to our customers also has guided the Port's
efforts to improve the region's transportation system. The Port has joined in partnership
with the private sector, local communities, the state and federal agencies ta separate
road and rail traffic at several key bottlenecks, including SR 518 in Seattla's industrial
area and in south King County communitias.

it takes people to put these goals and priorities into action. | am particularly gratified by
the increased involvement of our employees in community giving efforss and volunteerism
over the past yean Every day, and in many ways, the people of the Fort of Sesttle demon-
strate their commitment to the community.

PR Az
ALR. Dinsmore.

Executive Director
Part of Seattie

[P SR SRS




Returning
Vour Investment

\eteran marine clerk
Jackie Annibal remembers
how she used a pencit and
paper to track containers at
Terminal 5. But that was
before the Port of Seattle and
its partner APL spent
hundreds of millions of dollars
to expand the operation and
turn it into one of the world's
most efficient container
terminals,

Taday, the boxes show up
in color-coded cherts on her
computer screen She can
tell instantly where the cargo
is and where it needs to go.
Together with new on-dock
rail service, Annibal's access
to computer technology has
boosted the terminal’s
efficiency three-fold. It used
totskeanhourtoget a
container from ship to train.
Naw it takes 20 minutes.

Every day, the Port’s
strategic expansion of
Termina! 5 and its other
marine facilities koeps this

community on the cutting edge
of the fiercely competitive
shipping industry. The same is
true of the Port's position in
the aviation industry, with its
expansion of Seattle-Tacoma
Internationat Airport.

Every year, the Port, its
labor partners and business
customers make long-lasting
investments in transportation,
productivity and technalogy at
the seaport and airport. The
Port alone plans to spend $2.3
billion during the next five
years to create assets that
help King County citizens
strengthen their communities
as a major crossroads for
international trade and travel.
Here is how your investment
did in 1998.

Sharpening Our
Competitive Edge

The Port of Seattle s ane
of the world's most important
centers for global waterborne
commerce. However, the
shipping industry is changing

rapidly, and the Port needs to
stay ahead of the game. With
the completion of Terminal 5,
the planned expansion of
Terminal 18 and proposed
upgrades to Terminals 25, 30,
37 and 46, the Port keeps up
with a growing demand for
larger, more efficient
container terminals, Shipping
lines have responded to the
Port's investments with a
vote of confidence. Even
before Terminal 5 was officially
dedicated on Sept. 13, APL and
its New World Alliance part-
ners made Seattle first port
of call for one of its services
to Asia.

“Global Gateway Naorth
(T-5l} is part of our two-hub
strategy on the West Coast,”
APL President Tim Rhein said.
"Together with our Global
Gateway South in Los Angeles,
this terminal positions us to
pravide speed and reliahility.”
(Continued on page 8)
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Returning
Noor Investment

(Cmtim:ed from page 6}

APL's Asian service wasn't
the only new business the Fort
captured in 1980, Several major
national retailers, concerned
about congestion in Southern
California and impressed by
Seattle's efficiency, decided to
switch their Asian imports to
Seattle. The Port also began
making an investment £o
capture new business at
Terminal 87, its primary break- -
bulk complex. The terminal's
multi-million-dollar renovation
will position Seattle to win more
project cargo — items that are

. tao large or too heavy to fit in
containers, such as farm
machinery, road-building equip-
ment, boats and motor homes.

aes
en!

Creating a World-
Class Airport

In 1998, about 25.8 million
passengers nassed through
Seattie-Tacoma International
Airport. That's almost the -
equivalent of the entire popula-
tion of Canada, Sea-Tac Airport
was designed in the 1970s to




handle only 25 million. In short,
the busiest airport in the
Pacific Narthwest is bursting
at the seams. Last year, the
Port tock some big stepsina
five-year, $15 billion journey
that will give Sea-Tac a Worid
Class Upgrade. The airport will
have 3,000 new parking
spaces, an all-weather third
runway, new terminal facilities,
an expanded concourse, new
vendars, a new control tower
and much more.

To fund the airport's expan-
sion, the Port became one of
the first airports in the nation
to issue long-term bonds
backed solely by passenger
fees. This means the Port
obtained $260 million in
financing without using its own
credit or that of its airline
customers, thus preserving
its revenue bond capacity for
other airport projects.

To begin creating more room
far passengers and airlines,
the Port last year broxe
ground for the new parking
garage and kicked its third
runway property acquisition
program into high gear. it
maved 55,000 truckloads of
dirt for construction, and

began work on taxiways for
the new runway. The invest-
ment didn't stop there. To help
make air trave! safe at the
turn of the mikiznnium, the
Port also spent millions of
dollars to make its computer
systems Y2K compatible.

“We're excited to be part of
an airport that's undergaing
such majar improvements,”
said Bob Johnston, general
manager for American Airlines
at Sea-Tac. “The Worid Class
Upgrade bodes well for our
customers.”

Paving the Way for
Global Cormmerce

in November 1999, ministers
from 133 nations will come to
Seattie for the next round of
global trade talks under the
World Trade Organization.
Seattle's successful bid to
host the event is another
indication that our state has
become an international cross-
roads.

To help local companies
tap into that potential for new
trade opportunities and
help boost King County’s
position as a center for global
commerce, the Port opened
the 70,000-square-foot

Warid Trade Center (WTC)
Seattle in October 1998. The
Part's corporate partners —
Boeing, Weyerhaeuser,
Microsoft, Seafirst,

US West and Uinited Airlines ~
co-founded WTC Seattle,
which has more than 600
members. The center, part of
anetwork of 306 centers in
92 countries and home for 10
local non-profit international
organizations, is acrass the
street from the Bell Harbor

. International Conference

Center where some of the
WTO meetings will take place.

“World Trade Center
Seattle will help us to focus
nur strengsh and energies to
capture countless oppurtuni-
ties al! of us have in the global
economy,” Boeing CEQ Phil
Condit said. “It's time for
Seattle to show new leader-
ship in world trade.”







Sustaining
Communities

It is no secret to anyone in
the Puget Sound area that the
fishing industry is a vital but
struggiing part of our economic
community. In particular, the
number of operators of smaller -
boats has decreased in recent
years. Yet the North Pacific
fishing fleet — based at the Port
of Seattle’s Py
Fishermen's
Terminal —
continues to

. provide a
livelihood to
many families,
while its tradi- ¥
tions are woven into the region's
social and cultural fabric.

To help support, 700 fishing
families and theirindustry, the
Port last year set out to keep
their home base economically
viatle by marketing vacant
moorage space to commercial
work boats, The program has
been a success, attracting rmar
than 30 non-fishing tenants

- ranging from salvage boats and
tugs to tour boats ard charter
boats.
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VVhen the sun rises above
Bell Street Pier, strollers climb
to the rooftop to teke in the
commanding view of the
Seattle waterfront. Diners
wander autside to tables on -
the deck at Anthony's Pier 66
& Bell Street Diner to watch
pleasure boats at Ball Harbar
Marina. Conferees at Bell
Harbor International
Conference Center glance at
the glistening expanse of
Elliott Bay. Children emerge
from Qdyssey — Maritime
Discavery Center and dart

_across the public plaza.

There's no question: Bell
Street Pier ig alive.

But it didn’t used to be that
way. Lintil 1985, when the Port
Commission took the hold
move to renovate and spur
$310 million in private devel-
oprnent around it, Pier 66 was
steeped in neglect, disrepair
and polluted sediment.

To recognize“the vision
that t'urned derelictioninto
opport.umty and prodtmd a
cmssroads of commerca

recreation and edmatm :he' :
American Assaciation of_Port'
Autharities awarded the Port :

its 1998 Environmental
Enhamemgnt Award.

Bell Street Pier is partofa
bigger trend. In recent yesrs,

the Port has complemented
its role of providing regional
transportamn facilities with
other efforts to meke King

-County a better place ta live,

That translates into invest- .
ments in everything from a
vibrant. downtown waterfront
to recycling landscape debris
at 20 public access sites the
Port owns. )

~ Tender [ove and care for
Mother Nature shows up
everywhere the organization
interacts with the environ-'

ment we live in. At the airport,

- works wnt.h its llvs—aboard

moorage wstnmers to
promar.e praper. sawage .
handling and keep Puget Sound :
clean for all users. .

Last Vear, the Port expanded
its respons'blhty s a corpo-
rate citizen to help keep this .
community one of the best .
places in the country-to live -
and work.
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" ® The Port of Seattle :
"+ 154 million TEUs in 1998
a 45—pemgn; increase over

l The nse in cargu traffic was
the result of a surge.
‘|mports and che di version o
cargo from California ports y

" by importers concerned
abou cbngestm Specm-

; tion by the New World
: ,fAIhanca at Termmal 5 i
& Early in the year the Port
" initiated the formation of
the Sesttle World Class | "
- Port Coalition. The unique -

* labor refations efforts’.
between the Intematnonal
Longshore and War_ehouse

Union, the Pacific Maritim

-Association and the Port

- helped boost cantainer .
productivity to 28 moves
-per houry a 47-percent
increase over. those in1997..

= The Merine Division’
completed the Terminal 5
expansnon project early
APLs cutting-edge “Global




—
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eLine ’frPort opens
Center West building




w For the 16th year in a row,
Seattle-Tacoma International
Airport set a record for
passenger traffic, handling
25.8 million passengers and
exceeding its design capacity
of 25 million passengers for
the first time. Overall, 1998
saw an increase of more
than a million passengers
over-those in the previous
year, with a 16.8-percent
increase in international
traffic. :

® Air cargo grew by almost
nine percent to 428,272
metric tons.

® The Federal Aviation
Administration approved a
precedent-setting applica-
tion by the Port of Seattle to
collect more than $1billion in
airline passenger fees during
the next five years. These
funds will be used to pay for
capital projects anc service
the debt on an innovative
$262-million bond issue
backed solely by the
passenger facility charges.
The bond issue will provide
partial funding for many key
airport project s, inchuding the
third runway and south
terminal expansion.

® Sea-Tac's Capital Improve-

_ment Plan began in earnest

with more than $200 million

in construction spending
completed in 1998. Projects
included:

* The newly rebuilt sovth
airport entrance roadway,
improving the connection
to the airpart drives.

* Beginning of a $53-million
expansion of the airport
garage, which, when
completed in 2000, will
increase parking capacity
by almost a third.

. Completion of strengthening

of ramps and drives around
the Sea-Tac parking garage
and terminal to better
withstand earthquakes.
Construction also began
onanew ramp from the
check-in drive to the fourth
level of the parking garage.

* Completion of main
terminal lighting improve-
ment project.

* The movement of more
than $006,000 cubic yards
of earth for the third .
runway, representing about

nine percent of the material '
" that needs to be brought to-

the construction site. -

# Sea-Tec celebrated the .
inaugural flight of United .

- Airlines' daily.non-stop

Seattle-Tokyo service,

' flights made possible by a
new aviation agreement
between the United States'

® Northwest Airlines and
KLM Royal Dutch Airlines
launched new daily non-stop
service between Seattle - °
and Amsterdam.

® Sea-Tac continues tobe a
national leader in managing .
aircraft noise, installing
noise insulstion in more -
than 1,000 homein 1998

® For the second straight year, -
Ses-Tac received a perfect
score from the Federal
Aviation Administration on -
its comprehensive safety -
and security inspection.
Sea-Tac is the only airport in
the nation to have passed
this operating inspection
two years in a row with -
zero defacts.







Looking Back,
Looking Ahead ™
The Port of Seattle is a:
public enterprlse that uper-
atesina market.-drwen
: international snwr'onment.
Owned by the citizens of Klng
Comty. t:he Pcm: prowdes i
services toits customersin’ -
the mantime and awa'aon o

busmess s of the county and‘ :
the region. They mclude expe
dient, reliable and low-cost |
connections by land and sea
v . with the rest of the world. -
Ard, they include the social:
and econmmc benefits of 1nb
creation, environmental
cleanup and long-te:rm reglonal
economic securn:y stemmlng
- from careful management of
" thecommunity's mvestmenc
1 i in the Port. :

In 1998, the Port continued ‘
to cover the cost of its opera-
tions using revenues from LS REILET SRS e
aviation and marine xndustr'y 1898 alore, Cummi§sioners
trimmed the tax rate by
nine pen:ént




Independent
Auditors’ Repart

Port Commission
Port of Seattle
Seattle, Washington

VVe have audited the accompanying balance sheets of the Port of Seattle {the Port) as of
December 31,1998 and 1997, and the related statements of operations, equity, and cash flows for
each of the three years in the period ended December 34, 1998, These financiel statements are the
responsibility of the Part's management. Our responsibility is to express an opinion on these financial
statements based on our audits. i

We conducted our audits in accordance with generally accepted auditing standards. Those 5tandards
reguire that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable basis for
our opinion,

In our opinion, such financial staterments present fairly, in ali mm;erlal respects, the fmancial poalt:lon
of the Port of Seattle as of December 31, 1888 and 18397, and the results of its oparations and its
cash flows for each of the three years in the period ended December 31, 1998, in confarmity with
generally accepted accounting principles. )

" As discussed in Note 1 to the financial statements, in 1998 the Port changed u:s method of
accounting for investments to conform with Governmental Accounting Standards Board Statement
No. 3 and retroactively restated the 1997 and 1996 financial statements for the change.

As discussed in Note 1 to the financial statements, the Port changed its method of accountlng for
its deferred compensation plan in 1998:

The year 2000 supplementary information on page 40 is not a required part of the basic financial
statements, but is supplementary informatien required by the Governmental Accounting Standards
Board, and we did not audit and do not express an opinion on such information. Further, we were unable
to apply to the information certain procedures prescribed by professional standards because of the
unprecedented nature of the year 2000 issue and its effects, and the fact that suthoritative meas-
urement criteria regarding the status of remediation efforts have not been established, In addition, we
da not provide assurance that the Port of Seattle is or will become year 2000 compliant, that the
Port of Seattle's year 2000 remediation efforts will be successful in whole or in part, or that parties
with which the Port of Seattle does business are or will become year 2000 comgliant.

DM)Z—?:...J.U. ce/?

Deloitte & Touche LLP
Seattle, Washington
March 10, 1989




heats

(in thousands)

of$4 981and 83, 835

CURRENT ASSETS

Cash and cash equwalents, mdudmg resmcted amounts
.- of $7,120.and 85,507

investments

Accounts and contracts receivable, less allowance
of $344 and $653 for doubtful accounts

Federal grants-in-aid recelvsble

- Taxes receivable
Msintenanca supplies .
Prepayments and other current assets

Totalcurrencassets sl al 146,045

. § 2,635,262+

See netes to the financial statements




Unamortized bond discount; ne!

~: of $12,866 and $11,265

Current maturities of long-term debt

&
Ay

o

*  Total current lighilities
TOTAL LR,




Statements
of Operations

{in thousands)

_ Yaars ended Dacember 31,

Services - 125,880 $ 121394
Property rentals S 117081 106,047
 Total reverues . 2430410 227441
OPERATING EXPENSES: | G
Operations and maintenance 132,681 -124.872. :
Administration 19882 - - 18871 ' 18237
Environmentsal : ‘575 14,204 ¢ : 961
Total operating expenses before depreciation 153,148 139,538 128944 ¢
Depreciation 64,098 54,369 51408 -
Total operating expenses 217,246 183,908 180,047 .
Operating income 25,795 © 33,533 29884
OTHER INCOME (EXPENSE): FRER
Revenue bond interest (31,474) (25,946) 25126) .
Other income 8,818 4,884 11,918
" Total other expense, net 22,656) (21,082) 13,207) -
- Excess of revenue over expense before
taxation, passenger facility charges and ; :
general obligation bond interest 3139 12,471 - 18,857
TAXATION, PASSENGER FACILITY CHARGES .
AND GENERAL OBLIGATION BOND INTEREST: i
Ad valorem tax revenue 35,515 35,489 35,445
" General obligation bond interest (8,291 (3,270) (2,116)
Passenger facility charges . 33,664 33125 32,035
Passenger facility charges revenue bond interest (89 i
Total taxation, passenger facility charges and
general obligation bond interest 60,799 65,344 665,364
EXCESS OF REVENUE OVER EXPENSE $ 63,938 $ 77815 $ 82,021

See notes to the financial statements
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St;atem_ents
of Equity

{in thousands)

: : Grants and
Years ended December 31, 1998,1897, and 1996 Operations Taxation donations
BALANCE, January 1, 1996 $ 147,340 '$ 652138 $ 217326
Ad valorem tax levy, including supplements and cancellations 35,445
Excess of revenue over expense before taxation, passenger
facility charges revenue, and general obligation bond interest 16,657
General obligation bond interest 2116)
Transfer of interest income associated with passenger
facility charges revenue 1941 1941
Passenger facility charges revenue 32,035
Federal grants-in-aid funds 16,305
Transfer of depreciation on passenger facility charge assets 2,655 (2,655)
Transfer of depreciation on federal grant assets 3,374 {3,374)
BALANCE, December 31, 1996 ’ 168,085 716,788 230,257
. Ad valorem tax levy, including supplements and cancellations 35,489
Excess of revenue over expense before taxation, passenger
facility charges revenue, and general obligation bond interest 12,471
General obligation bond interest (3,270)
. Transfer of interest income associated with passenger
facility charges revenue (2,802 2,802
Passenger facility charges revenue 33,125
Federal grants-in-aid funds 15,035
Transfer of depreciation on passenger facility charge assets 3,088 (3,066}
Transfer of depreciation on federal grant assets 3,329 - (3,329
BALANCE, December 31, 1987 184,049 781,968 241,963
Ad valorem tax levy, including supplements and cancellations 35,516
Excess of revenue over expense before taxation, passenger ’
facility charges revenue, and general obligation bond interest 3138 -
General obligation bond interest ) (8,291
Transfer of interest income associated with passenger
facility charges revenue ’ (4,698) 4,698
Passenger facility charges revenue 33,664
Passenger facility charges revenue bond interest (89)
Federal grants-in-aid funds ; 35,957
Transfer of depreciation on passenger facility charge assets 3,536 (3,536)
Transfer of depreciation on federal grant assets 4,354 (4,354)
BALANCE, December 31, 1998 $ 150,380 $ 843,830 $ 273,566

See notes to the financial statements




Statements
of Cash Hlows

{in thousands)

Years ended December 31, . 1998 1887 19988
OPERATING ACTIVITIES: .
Operating income $ 25,795 $ 33533 $ 29864
Adjustments to reconcile operating income ’ :
to cash provided by operating activities:
Depreciation ) 84,098 54,369 51,103
Nonoperating income {expense) , ..1,078 1,329 479
Cash provided {used) by changes in operating assets
and lisbilities:
Accounts and contracts receivable (4,056) (2,943 386
Maintenance supplies ’ (248} (158) 17
Prepayments and other current assets 19 43 721
Accrued environmental expenses 875 (88) (1,782)
Warrants outstanding B,223 482 560
Accounts payable and sccrued expenses (16,7001 12,340 4,300
Reduced by accounts payable related to capital activities 18,328 {19,889 1134
Payrall and taxes 582 6370 3985
Lease deposits and customer advances 508 940 448
Net cash provided by operating activities - 98,504 86,222 89,442
CAPITAL AND RELATED FINANCING ACTIVITIES:
Proceeds from sale of passenger facility charges
revenue bonds 260,304
Proceeds from sale of revenue bonds 94,462 251614 103,162
Proceeds from issuance of commercial paper 73,641
Proceeds used for the refunding of revenue bonds (94,880)
Acguisition and construction of capital assets (357,837) (261,645 (207,397
Principal payments on revenue bonds (32,820) 23,410 (28,180}
Principal payments on general obligation bonds (7,030) (7,215) (7,750)
Interest paid on revenue bonds ) (26,279) {21,264) {20,483)
Interest paid on commercial paper bonds (832)
Interest paid on general cbligation bonds 8120) (3,086) {2,135)
Other interest paid (54)
Interest received on invested bond proceeds 1,349 1374 1117
Proceeds from sale of capital agsets 18,044 8,525 13,084
Ad valorem tax levy receipts 35,531 35,554 35,501
Receipts from federal grants-in-aid : 23,398 18,259 17,930
Passenger facility charge receipts 33,664 33,125 32,035
Net cash provided (used) by capital and related financing activities 12,741 25,831 (64,116)
INVESTING ACTIVITIES:
Purchases of investment securities (247,317 [140,608) (246,009)
Proceeds from maturities of investment securities 133,777 182,231 184,178
Interest received on investments . 10,295 9,087 7.345
Investment costs (129) (134) (118)
Net cash provided (used) by investing activities ) (103,874) 50,586 {54,600!
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 7.371 162,639 (28,274)
CASH AND CASH EQUIVALENTS:
Beginning of year 282,802 120,263 149,537
End of year ' $ 290,273 $ 282,802 $ 120,263

‘See notes to the financial statements

=




Years ended December 31, 1988, 1997, and 1998

NOTE 1: ACCOUNTING POLICIES

Organization: The Port of Seattle (the Port) is a municipal corporation ongamzed on September 5,
1911, through enabling legislation by consent of the voters within the Port district. In 1942, the local
governments in King County selected the Port to operate the Seattle-Tacoma International Airport
(the Airport). The Port is considered a special purpose government with a separately elected conms-
sion of five members and is legally separate and fiscally independent of other state or local - : .
governments. The Port has no stockholders or equity holders. All revenues or other receipts must be
disbursed in accordance with provisions of various statutes and agreements wnth the holders of n:s
bonds.

The Pert is comprised of two operating divisions. The Aviation Dwusmn predomlnately serves the air
travel needs of a five-courity area, with the largest being King County. The Airport has scheduled
passenger service provided by 28 air carriers, including 15 major carriers, three commuter carriers,
and ten foreign flag carriers. The Marine Division predominately focuses on containerized cargo.
International containerized cargo arriving by ship is transferred to various modes of land transporta- -
tion destined for other regions of the country. Domestic containerized cargo arriving by various modes
of land transportation is transferred to outbound ships for distribution to other countries around the
world. Tr:2 Port is a landlord marine port with major tenants including shipping companies, termingl *
operaturs and other marine-related businesses. Both divisions have labor workforces subject to
various collective bargaining sgreements. These workfarces support the operations and mamtenence
of the divisions.

Basis of accounting: The Port is accounted for on a flow of economic resources measurement focu&
It's financial statements are prepared in accordance with generally accepted accounting principles as
applied to governmental units using the accrual basis of accounting. The Governmental Accounting
Standards Board (GASB) is the accepted standard-setting body for establishing governmental
accounting and financial reporting principles. The Port has applied all applicable GASB pronouncements
as well as the following pronouncements {unless they sonflict with or contradict GASB pronounce-
ments): Statements and Interpretations of the Financial Accounting Standards Board (FASB),
Accounting Principles Board Opinions, and Accounting Research Bulletins of the Committee on
Accounting Procedure. The more significant of the Part’s accounting palicies are described below,

Use of estimates: The preparation of the Port's financial statements in conformity with generally
accepted accounting principles requires managernent to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements, and the reported amounts of revenue and expenses during the
reporting period. Actual results could differ from those estimates.

Significant risks and uncertaintias: The Part is subject to certain business risks which could have
amatzrial impact on future operations and financial performance. These risks include econamic condi-
tions, collective bargaining disputes, Environmental Protection Agency regulations, and federal
government regulations.

Landing fees: The cost of airport facilities constructed or acqmred with proceeds from revenue
bonds are to be recovered under the prowsnons of a contract with the tenant airlines. The contractual
agreement with the airlines provides that they will pay annual charges of the sum of the net cost of
operating the airport and a coverage factor of 1.35 times the required debt service on the revenue
bonds.

Ad valorem tax revenues: Ad valorem taxes received by the Port are utilized for the acquisition
and construction of facilities, for the payment of principal and interest on general obligation bonds
which were issued for the acquisition or construction of facilities, or for environmentsl expenses. The
Port includes ad valorem tax revenues and interest an genera( aobligation bonds in the statement of
operations.

'e—ﬂ

Notes to
Financial
Statemen




Passenger facility charges: Passenger facm'y charges (PFCsl generate revenue ‘ xpended by
the Port for eligible projects and the payment of principal and interest on specthc bonds a8 ;.
determined by applicable federal legislation. PFC revenues are recorded as nonoperating incomne int
statements of operations when they are collected by the airlines. During 1998, the Port received
approval from the Federal Aviation Administration {FAA) for an additional application. This epphca*lm
funds additional eligible pro;ects and backs $280, 000 000 in revenue bonds through December 1, o
2023. X
Depreciation applicable to assets acqulred with passenger facility charge funds is transferred frorn :
equity from operations to equity from taxation. Interest income assoclsted with passenger fac:llty
charges is also transferred from equity from operatlons to equity from taxation. .- :
Federal grants-in-aid: The Port receives federal grants in aid funds for construction of alrport and
marine facilities and other capital activities related to the Airport. Depreciation appllcable tosssets - .
acquired with grarits in aid funds is trensferred from equity from operatnons to equlty from grants and B
donations.

Land, facilities, and equipment: Land, facilities, and eqmpment are stated at cost less acmmu!ated
depreciation. Costs applicable to noise damage remedies and air rights, together with the cost of liti-
gation, generally are capitalized as a cost of the property. Depreciation is computed on a straight line -
basis. Buildings and improvements are assigned lives of 30 to 50 years, equnpnwnc six to 20 years, und
furniture and fixtures five to ten years.

Employee benefits: Eligible Port employees esrn paid time off annually, depending on langth of
service. A stipulated maximum of paid time off and extended illness Jeave may be accumulated by
employees. Terminated employees are entitled to be paid for unused paid time off and, under certain
conditions, a portion of unused extended sick leave, )

Investments and cash equivalents: It is the Port’s intention to hold investments to maturity. Al
short-term investments with a maturity of three months or less at date of purchase are considered
to be cash squivalents. Investments are carried at fair value plus accrued interest. Fair values are
determined based on quoted market rates. Gains or losses due to market valuation changes are recog-
nized in the statemerts of operations.

Environmental reserves: The Port's policy is to accrue amounts for environmental Iiabilities when .
they are determined to be probable and reasonably estimable. When the Port's obligation becomes
fixed or reliably determinable; the liability is discounted using the Port's cost of capital snd the
projected periods of cash payments. As of December 31, 1998, there are no liabilities that met the
criteria-for discounting. Insurance proceeds, if any, are evaluated separately from the Port's iisbility.

Advanced debt refundings: The accounting gain or loss resulting from advanced debt refundings is
deferred and amiortized over the remaining life of the old debt, or the life of the new debt whichever is
sharten

Payments in lieu of taxes: The Port, on behalf of the state of Washington, collects applicable 1ease-
hold taxes from its tenants. The taxes are a pass-through to the State, and are therefore not
reflected as an expense or ravenue by the Port.

|
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Investments: In March 1997, the GASB issued Statement No. 34, Accounting and Financial
Reporting for Certain Investments and for External Investment Pools. The statement requires that
certain investments be reported on the balance sheet at fair value and the gains and losses on.
investments be reported in the statement of operations. The provisions of this star.ementrwere
applied retroactively, and accordingly, the balance sheet for 1957 and the statements of operstions,
equity, and cash flows for 1997 and 1996 have been restated. The impact of the restatament on

2 New accounting pronouncements: : : TR
[

{

]

|

! the 1897 balance shest is as follows

: 19970 L
} d'  Changes’ m“z::’:d

i Cash and cash equivalents restricted for debt service . L L ]
’ and acquisition of land, facilities, and equipment $ 225,211 $ 835 $ 225106
| Investments and accrued interest restricted for debt

; ; service and acquisition of land, facilities, and equipment 1 04,584 485 105,079
{ Cash and cash equivalents, unrestricted ‘ 51447 1158} 51,288

Cash and cash equivalents, restricted 5,507 : 5,507

Investments 52,055 131 52,186

In addition, the 1997 and 1996 statements of operations, equity, and cash flows were restated to
5 reflect unrealized gains (losses) of $1,584,610 and $(166,000), respectively, -

Deferred compensation: The Port offers its employees a deferred compensation plan created in

3 accoraance with Internal Revenue Code Section 457. The plan is available to all salsried employees of

) ’ the Port and to wage e ployees as negotiated. In 1998, the Port placed its Deferred Compensation
' : Plan assets in trust as required under the Small Business Job Protection Act of 19986, The trust

requirements were met by establishing a qualifying insurance contract,

In connection with establishing this trust, the Port adopted GASB No. 32, Accounting and Financis!
Reporting for Internal Revenue Code Section 457 Deferred Compensation Plans, which necessitsted
: the removal of the plan’s sssets and liabilities from the Part's balance sheet. The effect of the sdop-
: tion is to reduce the Port’s assets and fiabilities as of December 34, 1988, by $31,604,518, the fair
. market value of the plan assets as of December 34, 1997. This statement was not applied retroac-
¢ tively, and therefore, the related assets and liahilities remain on the 1997 balance sheet.

4 Segment reporting: in June 1357, the FASB issued Statement of Financial Accounting Standards
. (SFAS) No. 134, Disclosures about Segments of ai Enterprise and Related Information, which estab-
3 lishes standards for the way that public business enterprises report information about operating
segments in annual financial statements. This statement also establishes standards for related
disclasures about products and services, geographic areas, and major customers. The Port adopted
SFAS No. 131in 1998 and has provided information on segments in Note 11. The adoption of this
standard does not have any impact on the results of operations or financial condition of the Fart,

Reclassifications and presentation: Certain reclassifications of prior years' balances have been
made to conform with the current year presentation. In addition, the Port changed its method of
) presenting cash flow information from the direct to the indirect method to be more consistent with
i others in the industry. Such a chenge is not considered to be a change in accounting principle.




NOTE 2! LAND FACILITIES AND EGUIF’MENT

The Port penodncally reviews its long-hved assets fo mpmment and upon nd:cat
carrying vaiue of such assets may not be recoverable recomzes rmem: loss by a8 charge
against current ooerattons. '

1988 -
Land and air rights -
Fecilities and improvements - 5
Equipment, fumtture and fixtures '

R 164,485 118,039 92,765
Less socumulated deprecistion 244513 288384 48039°

-$-848,872 '$ 828,655 § ‘48,726 $1,626,353

1997 ' S T
Land and air rights . .. $.385417 § 336,073
Facilities and improvements . 570,293 . ..626,887 .
Equipment, furniture, and fixtures ‘ 116,912 83,848 4 199 881
. . 4072822 996,608 388.817 2.153 047
Less accumulsted depreciation 224,134 253132 41,310 518,578

.$AB48498 s$743'476 $ 47507$1639471

NOTE 3¢ SUPF’L.EMENTAL DISCLDSUHES QF
CASH FLOW INFORMATION

A reconciliation of cash and cash equivalents reflected in the staf.ement of cash ﬂows to che balanca
sheet is as follows (in thousands): ‘
Current ummm o

- sesets asssts

Balance, December 31, 1996 $ 41033 $ 79,2305 120,263
Net increase 10,256 . 152,383.- 182,638

Balance, scember 31, 1997 A ‘51,289 231,813 282,802.
Net increase (decrease) 38625 . (31254) 7371

Balance, December 31, 1998 $ 89,814

$200,359 - $280,273"




tion are collateralized by th as inar VitGtions in Washington Publ
Deposit Protection Comrmssvun (PDPC) pool. Deposits are carried at'cost p1 mﬁed nt

Investments cunsust of the follawmg at December 31

Cash

U.S. Treasury bills

LS. Treasury notes :
Tri-party repurchase sqreements e
Repurchase agreements

Commercial paper

Zero coupon bonds

Deferred compensation‘assets . - ST R
Accrued interest : 2,836,356 :
Qther s 148,880




NOTE S: ACCOUNTING. FOoR LEASES

follows lin thousands:

A significant partion of the marine. termma! Iand ties, and equspment is Ieased tn tenan

Year ending D her 31,
1993 $ 39,558
2000 27,560
2001 25474

améndment includes the
additional 30 acres, and
sion pmlect of the terminal.
minimum future rental i
fut;ure renm income for




NQTE 8: LONG-TERM DEBT

Revenue bonds (by coupon ratel:
3.80% - 5.00%
375-500
400-425
460-500
Varishie (4.10% at L :emw31 1998}
400-525
400~525
400~-5375
560 -650
500 -6.00
510-~5375
5.125-6.00
525
8375
§50
550 -600
6.00
600
6.70
670710

.710-7256
715-730::
) 720 7.35




$9.397774mduuuanedan' o
detit service payments) of $5,

The Port alsa issued $262,5 IC

Msster Resolution in 1998: The
Port from certain passengep.

custs nf the daslgn and cons

Terrmnai ‘IE and purchase
to fmance aurpnrt-related

e the sele of Subordinats LienF
i armmr.ofmtmexceed




The Port maonitors for the existence of any rebatable arbitrage interest associated with its tax-
exempt debt. The rebate is based on the differential batwien the inters arr_\@r\gs from the

‘onal potential

4,343,568) in 1998,
Leres 174 (net of interest
income of $9,087,302) in 18986.

Aggregate annual payments on lung—tsrm debt at Del:ember ve of variableintarest
0 | and subordinate lien

1283 ,_i : ' 835 3 $ 184,289
2000 : ' ; 804 103,745
2001 i 0. 104,126
2002 : 52,545 104,058
2003 and thereaftar : '7.460 3,804 1,464,364

$ 1,850,582

The fair vaive of Iong-term debt'. as of December 3

estimated using qum:ed ma

potential cash settiemen
interest rate hedg g







Law Enforcement Gfficers' and Fire Fighms netlrnmnnt ystem:
multiple amployer defmad benefit pension plen: e

vested after completiors

Plan | members are - ¢.-
service is as follows, - 52 .

Term of service
5—10years
10 — 20 years
20+ ysars

is a cost sharing
} full time, fully

and employer contri-
th Plan | and Plan ll are







NOTE 11: INDU

Marine Division:
Revenues







Total _
$ 209,911 -
10707 |




Requi d
Supplementary
Information

(mudued)










$ 700,00
1:450,00
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he Port of Tacoma is
known as a pragmatic,
results-oriented operation.
We lived up to that repu-
tation in 1999 by
achieving tangible goals that delivered
growth for our customers, improvements
to our transportation infrastructure and
economic opportunity for our community.
Through our Vision 2020 effort, we
also took steps to ensure our long-term
ability to produce results. We took a hard
look at our land and facilities and identi-
fied strategies to maximize our assets.
All of the Port’s major container
shipping customers implemented or
announced plans to expand Tacoma
operations in 1999, and we handled a
record 1.27 million container TEUs
{twenty-foot equivalent units), an
increase of nearly 10 percent over 1998.

By having land available when

needed and ensuring that waterways,
roadways and rail facilities have ‘
adequate capacity, we will offer shin
ping lines and ‘industriél customers a
competivive business environmém‘ that.
encourages growth. - L
That's our pledge to our customers

and to our community. It's a pledge that

the Port Commission and Staff will work
continuously to fulfill.

Sincerely,

R. Ted Bottiger
President, Port of Tacoma Commission




he ﬁve-membcr Port of .
Tacoma Comm:ssnon is the

goveming bo'dy of the Port of .
‘Tacoma. The Commxsslon sets .

. ~ policy and authonzes maJor
‘expendlturcs. )
" The Commission appomts an Executive’

Dirrctor, who is responsible for the executive

leadership of the Port. Commissioners are

 elected to four-year terms by ‘voters in Pierce -

i County, Washmgtcm. The Comrmssnon holds
n:gular pubtic meeungs on the ﬁrr and thn'd
Thursdays of each month at the World dee
Centet, 3600 Port of Tacoma Road. ¢

‘Andrea Riniker, Erecutive Director

* . Andrea Riniker was named Executive
Director of the Port of Tacoma in-1997.
Prior to joining the Port of Tacoma, she
spent five years as Deputy Executive
Director of the Port of Seattle. Ms. Riniker
has also been Director of Seattle-Tacoma
International Airport, Director of the
Washington State Department of Ecology,
City Manager for the City of Bellevue,
Washington, and Assistant Clty Manager in
Austin, Texas. She holds a bachelor’s". .
degree in History from the University of
Delaware and did graduate work in Urban
Studies at the University of Michigan,

Tacoma. She sé'rvés :on'the '
Board of the Washmgton ;

Trade, the Tacoma-Pierce.

 County Visitor and

Convention Bureaﬁ, The
World Affairs G uncul :
Tacoma, The Tacoma
Rescue MlSSlOﬂ and The
Advisory, Council, Cathohi
Commup;ty Services.




Connie Bacon
" Ms. Bacon was elected to
the Commission in 1997 and
began her term in 1998. She
graduated from Syfacuse
University and received a
Master's Degree in Public
Administration from The
Evergreen State College. Ms.
Bacon was Executive Director
of the World Trade Center
Tacoma from 1992 to 1997
and served cight years as'
Special Assistant to
Washington State Governor
Booth Gardner. Ms. Bacon
also worked as Corporate
Director of Public Relations
for Consolidated Hospitals in
Tacoma and has owned and
operated her own business.
Ms. Bacon is an experienced
contributor on China Trade.
She is on the Board of
Directors of the Washington .
State China Relations Council,
-the Tacoma-~Pierce County
Chamber of Commerce, the
. Tacoma Art Museum, Camp
Brotherhood (Seattle), Tacoma
International District Advisory
Committee, International
Services Development Zone
Committee, Pacific Lutheran
University (PLU) Business
School Advisory. Committee,
and the South Sound China
Réléﬁons Council at PLU.:

" Mr. Fabulich was first
elected to the Port '
Commission in 1977. He
served in the U.S. Navy and

k].ougshoreman for 33 years,
: "’was elected to'th
Commlssxon in Névem

graduated from the 1995. He sexved as presi-
University of Puget Sound dent of the Intemat:onal
(UPS} with a bachelor of Longshore and Warehouse

arts degree in economics
and business. He served 12
years as president of the -

Union Local 23 from 1989-
95. He'is a member of the
Tacoma Chapter of the

Parker Paint Manufacturing ~ Propeller Club of thé United
Company of Tacoma. He is States and serves on the
. also a member of the Board of Directors of the -
Economic Development . Hospitality Kitchen at St.
. Board for Tacoma-Pierce ‘ Leo’s Catholic Church and
County and the Executive of the Foss Waterway -
Board of the Puget Sound Development Authority.

Regional Council. He is'a
mer-ber of the Board of
Directors of Columbia
Bank, Tacoma Elks and the
Tacoma Chapter of the
Propeller Club of the United
States. Mr. Fabulich is a'so
on the Board of the
Washington Public Ports
Association, He is a 1998
recipient of the UPS
National Alumni
Achievement Award.

~ private legal practjc‘el He
.served 23 years in the -

" Supervisor for the Pierce

S

appoimed to the Po;'t
Comm:ssxon in Malth ,199
and subsequently‘ ‘ec‘tcd to’
the Commission‘in . ks
November 1997. He grad—
uate from the Umversxty of -
Puget Sound i in 1956 with a
degree in public administra
tion, and from the
Umvexsxty of Waslnng‘ton
School ofLaw m 1960 He
served four yéars asan -
Assistant Attomey General L
in the Washmgton State-~
Attomey General's Ofﬁge Y
and spent 23 years in.."

Washington State House of -
Representatives and Senate,
including five years as .l
Senate Majority Leader. In
1987, he was appointéd to
the Northwest Power ‘
Planning Council by former
Washington Governor Booth
Gardner, and served on th
board until his retlrement in
1995, Mr. Bomger sits on
the Governor's Blue Ribbo
Commission on “
Transportation. Hea]so
serves as a Volunteer

County Conservation
District..
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" larger ships “have made Tacoma s physxcal
‘assets more valuable than ever. And the
Port has worked doscly wuh Customers. tn
use thse assets to anuc:pate and respond
to the advancmg nde ‘of change. '

“The Port is mvestmg nearly $40
m\lhon to m; eet the growth needs of -
; exmm‘gb container O ers. Every one ' f .

termmal construcn , proJect in its history

when Hyundai Merchant Marine opened a

60-acre, $100 million container facility in

May. Hyundai has already asked the Port .- - -

to add 20 acres to its terminal and . 127 mlllxpn in 1999. l

Left: A straddle carrier makes its way mraugn rhe cantamer yard at the Evergmen Telmmal

Above: One of Magrsk Sealand’s massive S Class smps sits'at the berth whrla work rn € end the
container cranes at the termmsl continues.’
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Left: Grain exports through Tacoma grew 93 percent in 1999, :
Abave: Auto shipments saw a 13 percent increase. '
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Deeper

~'When xt coms to dcep water. i
Tacoma has a natural advantage. '
: Commercemem Bay is up to:600 feet
' deep, and the Port S manmade waterways :

do not reqmre ongomg drcdg g to

: mld-2000 The. current depth rang& fromf
48 t0'50 feet. The pro_|ect w:ll ensure that

Above Impmvements to the Port’s rail i







lmda RECHICISGRN cultural exchanges and support for commumty
improvements help Tacoma thrive.

he Port has long been the
focus of Tacoma’s inter-
national identity. Goods
from around the'globe
and North America have
made their w.ay to market via the Port
since its creation by Pierce County voters
in 1918. In an effort to capitalize on its
status as a hub for international trade,
and extend the benefits of trade
throughout the local community, the Port
embarked on a major expansion of its
foreign trade zone (FTZ #86) in 1999.
The expansion will more than double
the size of FTZ #86 to 1,400 acres and
add 10 new properties zoned for fabrica-
tion, manufacturing and warehousing
activities, Foreign trade zones give
importers and exporters the flexibility to
ship, store, manipulate and add value to
goods while delaying or ¢liminating
payment of U.S.
Customs duties.
One of the

companies that

{ I
. i
» 1
4 !
7
may benefit
from FTZ status
is Moming Sun,
a designer and
marketer of
embroidered and
screenprinted
clothing. The _
company is located at Transpacific
Industrial Park, a 1.5 million square foot
development that is included in the

proposed FTZ expaﬁsion.

Morming Sun imports T-shirts and
sweatshirts and embroiders or applies
screenprints of original designs. FTZ
status would help the company manage
cash flow by delaying payment of import
duties until valu~ is added to the product"
and it is shipped to customers. That kind
of competitive advantage will help draw
more cargo to the Port and add jobs.

The Port also supports cultural
programs that contribute to Tacoma’s
growing intemational flavor.
Relationships with sister ports of Tianjin,
China; Belawan, Indonésia; Kitakyushu,
Japan; Vladivostok, Russia and
Kaohsiung, Taiwan enliven Tacoma’s
cultural scene. In 1999, the Port spon-
sored a performance by Kaohsiung’s 300-
member Tai Ji Men dance group, which
entertained hundreds of Tacomans.

The Port also participates in the
Commencement Bay Maritime Fest,
where Port employees and other teams
race classic Chinese dragon boats, and
thousands of visitors take Port-sponsored
on-the-water tours of the harbor.

In addition, the Port supports the
revitalization of Tacoma’s Foss
Waterway. The Port's goal is to help the
cast side of the waterway function as a
transitional landscape, serving as a
buffer between the industrial Tideflats
and Tacoma'’s increasingly vibrant
downtown. B

Left: Shirts are embroidered at Morning Sun, 3 company that may benefit from the Port’s foreign trade zone.

Abeve: The Tai Ji Men dance group from Kaohsiung, Taiwan.






he Port’s substantial phys-
ical advantages have .
been, and will continue to
be, critical to its success.
But using those adVan-
tages to achieve the best results demands

long-range plannmg and diligent imple- -

mentation.

‘ In an effort to both anticipate and
respond to changes in the business land-
scape, the Port undertook an in-depth
study of its facilities and physical assets
in 1549, A report based on the study,
known as Vision 2020, outlines a series
of options for development that will help
the Port, its customers and the commu-
nity enjoy the benefits of growing inter-
national trade and transportation.

The volume of containers moving
through Puget Sound ports is expected to

grow by

50 percent - .

to a total of’
6 million
N TEUs by the
d year 2020.
Tacoma’s
TEU volume
could nearly
triple from
its current
level of
1.3 million
_ to'a total of

Left: Computer- generated images help the Port map its future.

3.5 million by 2020. One of the keys to
ensuring that Tacoma garners its share'q
growth in container trade is the avail- :
ability of land for expansion. - '
Dcspm: the rapxd pace of container
terminal developmem over the past.15
years, land remains one of Tacoma's
most abundant resources. In fact, there -
are more than 1,300 acres in and around
the Port with the potential for contamcr ;
handlmg activities. That's nearly 40.
percent of the total potevmal contamet
handling acreage in the five major
West Coast container ports. Enough land
to continue to pmwde outstanding mte -
modal rail yards and highway connec-
tions is also part of the Tacoma picture.
In addition, the Hylebos Waterway,
which in its current conﬁguraﬂpn is not
suitable for container terminal dévéiop-
ment, offers properties that might allow :
the Port to relocate facilities that handle
autos, logs, wood chips and other non-.
containerized cargoes. . '
In 1999, the Port showed it could *
successfully meet the growth needs of its
existing customers, as well as attract
major new customers, cargoes and
family-wage jobs to the Port and Pierce.
County. - ‘
Using Vision 2020 as a guide, the
Port is confident it can continue“to L
achieve even greater results in these
areas in the years ahead. l

Above: A worker cuts steel rebar from chunks of concrete as demolition precedes construction of a new gate complex at
rhe Evergreen Terminal. .
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Top 5 Trading Partners
‘ Vilue of two-vray trade = SR < o /
Japan $7.26 billien - . Electrical Equipment and Components -~ $2.52 billion

Alaska $3.48 billion . g Machinery- .- $2.32 bittion

China . $3.32 billion Motor Vehicles T S228L0
Taiwan ’ $200 billion (A

Korea ' $1.64 billion B | Footwear: L ;

Total value m\wo-waytrace,$_ﬁ—bm-‘_~ @ Total value of imports, $13.2 billion (excludes dol
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Top 5 Export Commodities - 1999

Valve -
Machinery $0.43 billion
Meat i $0.37 billion

Grain , 035 billion
Plastics : $0.27 billion .

Auto Parts $0.27 billion
Total value of exports, $3.8 billion {excludes-domestic cargo)

Sourge: U.S. Censiis Bureau™ ~
e
T i
! l.“!s oo
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In Thousand of Dollafs

Revenues C $57,238
B NetEarnings 811,546

' Working Capital __ S150M8:
f - Capital Expenditures , $14,501
“:Land, Facilities and Equipment - . $546,225
Long-term Obligations (non-current portion). $122412
| Equity

£ Debt Service Coverage Ratio




Years Ended Decamber 31, 1959 and 198

Comparative Statements

COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND CHANGES

OPERATING REVENUES
Terminal services
Praperty rentals :
Environmental insurance proceed
Total operating revenues

OPERATING EXPENSES
Operations
Maintenance
Administration
Environmental
Total before depreciation

Depreciation

. Total operating expenses

Operating income

NON-OPERATING REVENUES (EXPENSES)
Ad valorem tax revenues
Interest on general obligation bonds
Net ad valorem tax revenues
Interest income )
Net increase (decrease] in the fair value of investments
Interest expense ‘
Gain on disposals of facifities and equipment
Other, net ,
Total non-operating revenues (expenses)
Net income

DEPRECIATION ON CONTRIBUTED ASSETS
RETAINED EARNINGS AT BEGINNING OF YEAR

Retained earnings at end of year

$ 17.015193
-".40,222 881

sz

15,779,050

8,468,284

" 8,036,019
22,283,353
15,504,430
47,787,783

9,450,201

6,548,188
(2,882,256)
3,665,932
4,763,812
{2,190,658)
(3,949,462)
16,058
(210,087)

2,095,597

11,545,388
129,884
301,377,092

© $313,052,864

IN RETAINED EARNINGS

s

17.843239
37451871
261920

16,650,736
8412196
11678470

268,141
33009543 - .

14,098,430

41,000973

8449058

6281499
" (2,991607) -
3289882
"'6,326,160
~.83,290.
(3,095932). .
439,249
(73.928)
6,978,731
15,427,789

129,884
285,819,419 ‘ ‘
$01377002




December 31, l@and ISQ

(um; arative Balance

Sheets

ASSETS

CURRENT ASSETS
Cash and cash equivalents
tnvestments, at fair value
Trade accounts receivabig, net .
Taxes receivable
Prepayments and other current assets
Total current assets

PROPERTY, PLANT AND EQUIPMENT
Land
Buildings
" Improvements
Machinery and équipment
Construction in process
Total cost )
Less accumulated depreciation
* Net property. plant and equipment

= OTHER ASSETS

Total assets -

See rotes to financiaf statements.

J

$ 1862830
75414519
7,769,561

448,939
4,725640
90.221,489

134258316
- 50,762,840
264,033,266
88,170,913

17,065,056 .

563,290,389
191,720,593
371,569,796

1411241

$469,268,532

“$ 1,615,673
74946791
6,539,437 °

456,545

4263684 -
8,822,130 °

129,583,297
58,653,703
248,555,815
87,413,269
25,457,787
549,663,871
176,597,396
373,066475

5,548,947

$466,437,552

- Actounts péyable B
“Payroll and taxes payable :
: Hetamage under constructlon co acts

T Current pomnn of lo

. Accrued mterest

Total cnmnt habilmes :

LONG TERM I.IABIUTIES
. General obligation bonds -
Revenue bonds
Other obligations
Total long-term linbilities
Less bond discount |
Net long-mm Iuhmuos

DEFERRED UABIUTIES
. Total halulmes

FUND EQUITY

Contributed capital from grants
Retained eamings, unreserved
Total furid equity '
COMMITMENTS
AND CONTINGENCIES
Total liabilities and fund equity

15173249 .

50,920,000

70970000

794242
122,684,202
272.308
12411.94

1zzmss- !
usmm i

6,386,019
313,052,864
. 319,438883

$469,268 532




Comparative Statements ol (

Years Ended December 31, 1999 and 1998

ash Flows

19
CASH FLOWS FROM .
OPERATING ACTIVITIES
Cash received from customers $55,947.350
Cash paid to suppliers for goods
and services (15,108,220}
Cash paid to Longshore labor
and employees (16,572,260}
Proceeds from lawsuit settiements -
Net cash provided by
operating activities 24,266,870
CASH FLOWS FROM NON-CAPITAL
FINANCING ACTIVITIES
Cash received for operating reserves 91,654
Cash paid foroperating reserves
Net cash provided by (used in)
non-capital financing activities 91,654
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Proceeds from sale of property,
plant and equipment 16,199
Proceeds from lawsuit settlements -
Principal payments on general obligation
and revenve bonds, and other debts {8.715,757)
Acquisition and construction of
capital assets ' {14,501,372)
Interest paid on general obligation
and revenue bonds, and other debts {7,536,584)
Cash received from propenty taxes for . -
general obligation bonds 6,555,794
Cash received for other assets 503,930
Cash paid for other assets (2,644,859}
Net cash used in capital and '
related financing activities {26,322,649)
CASH FLOWS FROM
INVESTING ACTIVITIES
Purchaces of investments {170,387,012)
Proceeds from sales and matirities
of investment securities 167,793,290
Im wrest received on investments ! 4,505,004
Net cash provided by
investing activities 2,211,282
Net increase (decrease) in cash
and cash equivalents 241,157
CASH AND CASH ECUIVALENTS
Beginmng of year 1.615,673
End of year $ 1,862,830

$54,871,729
{17,017.905)

{16,708,405)
261,921

21,407340

. 141,407
(363,793)

'(222.386)

684,065
732512

{9,117,415)
(71,178,387}
(8.760,166)

6,276,472
365.818
{432,396)

{81,429,497)

(376.539,854)

429,218,105
72048

59,883,269

(361.274)

1,976,947
$ 1615673

* RECONCILIATION OF -

OPERATING INCOME . - -~
TO NET CASH PROVIDED ‘
BY OPERATING ACTWMES .
Operatmg mcome
Adjustmems to recmcn e operatmg
income to it cash provided by
operating activities' e
Depreclan.)n
Increase in post -retirement
health care benefits

15,504,430

271,282

Decrease in rent prepayments RO

Increase in vacation, sick and -
retirement benefits

Decrease in deferred income
Changes in assets and liabilities:
Increase in accounts receivable
Increase in prepayments -
Decrease in other assets 12441
Increase (decrease} in walrants payable {783,179)
Increase (decrease) in accounts payable 1,664, 486

Increase (decrease) in payroll and
taxes payable

Total adjustments and changas
Net cash provided by
operating activities

SUPPLEMENTAL DISCLOSURES
OF NON-CASH CAPITAL AND
FINANCING ACTIVITIES
Receivable from fawsuit settlement $ -

Financed additions to property, plant
and equipment .-

(215,116}

{1.230,124)

(25 123)

$24,266,870

soamam

40,716 -

(429234

14816579

14,098,430,

BION -
(77,056

146,707
{60,600)

(285,725)
(326711)
62775
758737 5
(2083070)

2784
12950282

LT

$ . 248,000 -

250650

See notes to financial statements.




Notes to Financial Statements

Dacenwt.‘l.?l 1999 and 1398

.' NOTE1- SUMMARY OF SIGNIHCANT ACCOUNTING POUCIES

The financial statements of the Port of Tacoma {the Port) have been prepared in
conformity with generally accepted accounting principles as applied to government
units. The Governmental Accounting Standaids Board is the accepted standard-
setting body for establishing governmental accounting and financial reporting princi-
ples. The more significant of the Port’s accounting policies are described below:

REPORTING ENTITY

The Port is a municipal corporation of the State of Washington created in 1918 under

provisions of the Revised Code of Washington 53.04.010 et seq. The Port has

geographic boundaries coextensive with Pierce Cuumy Washington, and is situated

on Commencement Bay in Puget Sound.

The Port is independent from Pierce County government and is administered by a five-
b Board ol C elected by Pierce County voters. The Commission

del i harity to an Executive Diractor and administrative staff to

comﬁuct operations of the Port. The County levies and cailects taxes on behalf of the

Port. Pierce County provides no funding to the Part. Additionally. Pierce County does not

hotd title to any of the Port’s assets, nor does it have any right to the Port's surpluses.

NATURE OF BUSINESS

The Part is authorized by Washington law to prcwde and charge tentals, tariffs and other
fees for docks, wharves and similar harbar facilities, including associated storage and traffic
handling facilities, for waterbome commerce. The Port may alsa provide freight and
passenger terminals and transfer and storage facilities for other modes of transportation,
including air, rail and motor vehicles. The Port may acquire and improve lands for sale or
lease for industrial or commercial purposes, and may create industrial development districts.

BASIS OF ACCOUNTING AND PRESENTATION

The accounting policies of the Port conform to generally accepted accoummg principles,
as applicable to proprietary funds of governmental units. The Port has chosen to use
Financial Accounting Standards Board pronouncements issued after November 30, 1989
when there are no applicable Government Accounting Standards Board Statements.

The accounting records of the Port are maintained in.accordance with methods
prescribed by the State Auditor under the authority of Chapter 43.09, Revised Code of
Washington. The Port also follows the Uniform System of Accounts for Port Distril

in the State of Washin

The Port uses the full-accrual basis of accounting where revenues are recognized when
eamed and expenses are recognized when incurmed, Property, plant and equipment purchases
are capitalized, and long-term fiabilities are accounted for in the appropriate funds.

USE OF ESTIMATES

The preparation of financial statements in cenformity with generally accepted
accounting principles requires management to make estimates and assumptions that
aftect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements. Estimates also affect the
reported amounts of revenues-and expenses during the reporting period. Actual
results could differ from those estimates.

ASS:TS, DEPRECIATION AND AMORTIZATION
Capital assets are recorded at cust. Donations by develupers are recorded at fair
market value on the date donated.

Interest on funds used during construction, less interest earned on related interest-
bearing investments if the asset is financed with the proceeds from externally
restricted tax-exempt praceeds, \s capitalized as part of the cost of the asset. This
process is intended to remove the cost of financing construrtion activity from the
comparative s of revenues, exp and changes in retained earnings, and
1o treat such cost in the same manner as construction fab sr and material costs,
Deypreciation is ccmputed on the straight-line method. The following lives are used:
Buildings and improvements 20 - 50 years
Machinery and equipment 5 - 25 years
Preliminary costs incurred for propused projects are deferred pending construction of
the facility. Costs relating to projects u!timately constructed are transferred to the
appropriate capital asset account; chargss that relate to abandoned projects are
expensed when the project is abandoned.
ENVIRONMENTAL REMEDIATION COSTS i
The Port-accrues for losses assaciated with environmental remediation cbligations

when such losses are probable and reasonably estimable. Accruals fdi estimated -~
losses from environmental remediation obligations generally are recognized no later
than completion of the remedial feasibility study. Such accruals are adjusted as further

inf ion develops o ci change. Costs of future expenditures for envi-
ronmental remediation cbligations are discounted to their present value. Recoveries of
environmental remediation costs from other parties are recorded as assets when their
receipt is deemed probable. At December 31, 1999 and 1998, the estimated enviran-
mental remediation fiability was $2,888,000, net of a $344,000 16%) discount

INVENTORIES
inventories, which are included in prepayments and other current assets, are valued
at net realizable value, which approximates cost, using the first-in, first-out method.

CASH AND CASH EQUIVALENTS
Cash and cash equivalents, represent cash, demand deposits and overnight investments, -

INVESTMENTS . )
Investments are stated at fair value. Interest on debt securities is recognized in non-
operating revenues as earned. Changas in the fair value of investments are also
included in non-operating revenues (expenses).

AMORTIZATION OF CONTRIBUTED CAPITAL

Depreciation and amortization expense totaled $129,884 annually for 1993 and 1998,
applicable to assets acquired from grants. In accordance with the Port's accounting -
policy for grant assets, equity from grants is reduced by such depreciation.

VACATION AND SICK LEAVE BENEFITS

The Port accrues unpaid vacation and sick leave benefit amounts as eamed and
payable upon termination. Accrued vacation and sick leave, included in operating
reserves, amount to $368,229 and $1,481,273, respectively, at December 31,.1999,
and $918,236 and $1,512,525, respectively, at December 31, 1998.

UNAMORTIZED DEBT EXPENSE
Costs relating to the sale of bonds are included in other assets. The costs are
deferred 2nd amortized over the lives of the various bond issues. :

CAPITALIZED INTEREST

The Port follows the policy of capitalizing interest as a component of the cost of prop-
erty, plant and equipment constructed for its own use. During 1399 total interest

* incurred was $4,637,567, of which $3,948,462 was charged to operations and

$588,105 was capitalized. During 1998 total interest incurred was $5.031,429; of
which $3,095,932 was charged to operations and $1,935,497 was capitalized.

- RECENT ACCOUNTING PRONOUNCEMENTS . :

in June 1999, the Government Accounting Standards Board issued GASB No. 34,
Basic Financial S and Manag Discussion and Analysis for State and
Local Governments. This statement requires special puipose guvemmems to redraft
their financial statements to include a section for management discussion and
analysis, enterprise fund financial statements {defined tc include a statement of net
assets, a statemer.t of revenues, expenses and changes in fund net assets; and a
statement of cash flows), notes to the financial statements and required supplemen-
tary information. This stateme.it is effective for the Port for fiscal years beginning
after June 30, 2003. The Port does not anticipate that the adoption of GASB No. 34
will have a material effect on its financial position or results of operations.

RECLASSIFICATION
Certain items in the 1998 financial statements have been reclassified to conformwith
classifications adopted for 1999. There was no effect on net income previously reported.

NOTE 2 - DEPOSITS AND INVESTMENTS OF

DISCRETIONARY FUNDS

DISCRETIONARY DEPOSITS

The carrying amount of the Port's demand deposits as of December 31, 1999 was
$1.862,830. Of the bank balances, $200,000 was covered by federal depository i ingur- <
ance. The remaining balance of $1,662,830 was uninsured and uncollateralized. Of ~ ~
the Port’s certificates of deposit and accrued interest shown below, $200,000 was
covered by federal depository insurance, and the remaining $1,511,746 (1998 -
$638,348) was fully collateratized and protected under the Washington Public: .
Protection Act. These certificates of deposit were registered, and held by its agent in.
the Port's name,




‘Ni}'!’E 2 - DEPOSITS AND INVESTMENTS OF
DISCRETIONARY FUNDS contived

1999 1988

Cost Fair Valye Cost Fair Value
SLLTG - $1.111,246 $838,348 $838,348

Certificates
of deposit

DISCRETIONARY INVESTMENTS

The Port used quoted market price to estimate the fair value of all investments.
Reatized gains and losses on investments that have been held mere than one fiscal year
and,sold in the current year are included as a change in the fair value uf investments.

The Port's investments are categorized tc give an indication of the risk assumed at
year-end. Category 1 includes investments that are either insured, registered or held
by the Port or its agent in the Port’s name. Category 2 includes uninsured and unregis-
tered investments which are held by the counterparty’s trust department or agent in
the Port’s name. Category 3 includes uninsured and unregistered investments for
which the securities are held by the counterparty. or its trust department or agent but
not in the Port’s name. The Port does not have any Category 2 or 3 investments at
December 31, 1999 and 1998.

Al of the Port’s discretionary investments as of December 31, 1999 and 1998 are
Category 1 investments and are summarized below:

1998 1998

Bankers'
acceptances - $12,042.904  $12.268,168 $12,671,365 $12,798,176
Government
securities © 63,626,206 61.434,605 60,700676 60,798,026
Federal agency .
securities - - 512,083 . 512241

75669110 73,702,773 73,683,124 74,108,443
Total
discretionary
investments $77,380,856  $75,414,519 $74,722.472  $74,946,191

The amortized cost and fair value of all discretionary securities classified by contrac-
tual maturity as of December 31, 1999 and 1998 are as follows:

1999 1998

Amortized Cost  FairVale  Amontized Cost  Fair Value
Due within
one year $38,058,275 - $38,435,903 $45.089,339  $4%,368,038
Due after
cone year through
three years 3291652 3,265,322 4,260,664 4,302,763
Due after
three years through ! .
five years 7128171 6,954,940 4,589,691 4,598,94¢
Oue after
five years 28,901,758 26,754,348 20,782,778 20,673,041

$77,380,856 . $75,414,519 $74722472  $74.946,791

State of Washington statutes authorize the Port to.invest in direct cbligations of the
U.S. Government, certificates of deposit, bankers” acceptances, and repurchase
agreements, These investments must be placed with or through qualified public
depositories of the State of Washington. The investments in U.S. Treasury Bitls and
J.S. Treasury Notes {included in Government securities), federal agency securities,
bankers” acceptances, and certificates of deposit are protected under the Washington
Public Protection Act, The effective interest rates ranged from 4.6% to 9.0% at
December 31, 1988 and 1998, : :

NOTE 3- PROPERTY, PLANT AND EQUIPMENT -~ :
The foilowing activity took place in property, plant and equipment during the current vear:

Cost at ‘Additions ** . Deletions = - ' Costat
Januaryt, - - and o and - Decomber31, .
Land $129,583297 - $ 467509 . $ - $134,258,316 .
Buildings .- 58853703 1,108,137 = <. 59,762,840
" Improvements 248555815 15477451 - -- 264,033,266 -
Machinery and - cat el
equipment 87,413,269 1.,139.812 382,170 88,170,911
Construction in ) E e
process . 25,457,787 16,660,216 25,052,947 17.065,056
Total property, piant

andquipment  SSA9SRISTI . SI061EI5  SISAIINT - $563290389

NOTE 4 - LONG-TERM LIABILITIES
Long-term liabilities at December 31 consist of the following:
Description ~ Original ' Earliest  Last Year
exd Interest - Vearof of . .
Batn. Coll - Matwity 199 19
GENERAL OBLIGATION BONDS

05/15/81 A 6.00-9.00% 2001 2011 § 1530000 - §$ 2225000

" 075/ 2.90 - 5.60% * 2004 1,675,000 . 1,870,000

12/15/94 4.90 - 6.25% - 2009 7,910,000 8,475,000
10/01/97 A 4.30-5.00% ’ 2009 10,655,000 10,655,000
10/01/97 B 3.80-550% 2007 . 31,985,000 32,290,000
‘ . - 53755000 55,815,000
Less current portien . 2,835,000 1,860,000

Total long-term ge:.era! obligation

bonds, net of current portion $50,920,000  $53,755,000

REVENUE BONDS ;

10/01/31 53-68% 2001 2008 $20.900,000  $21,250,000
07/15/92 25-56% 2002 2005 20300000 23380000
10/01/37 46-55% 2007 2017 34600000 34800000

75,800,000 79,230,000 -
Less current portion 4,830,000 3,430,000

Total long-term revenue bonds,
net of current portion

OTHER LONG-TERM OBLIGATIONS
Natural resource

$70,870,000 - $75,800,000

damages 6.90% . 1999 $ .- $3425757
Real estate
contracts 5.20 - 8.00% * 2016 794,242 794,242
784,242 4,219,999
Less current portion .- 3424757
Total other long-term obligations, ’
net of current portion § 784202 § 198282
Total current portion of long-term liabilities $7,665000  $8,715,757

*Currently callable

The general obligation borids and related interest are paid trom ad valorem tax
revenues. The revenue bonds are secured by a pledge of the Port’s gross revenues.

During 1937 the Port issued three separate bond issues, and a portion of the funds -
 received was used to refund certain debt abligations. These funds were placed in an
irrevocable trust providing for alf future debt service payments on the defeased debt.
The liability for this defeased debt was appropriately removed from the Port’s balance
sheets. The balance of the defeased bonds at December 31, 1999 totaled $17,660,000.




Annual Debit Nnunminn
The annual requirements to amortize all debt outstanding as of December 31, 1999,
including interest, are as follows:

General Other

- Qbligations Revenue Totals
2000 $ 5.60€.926 ©§ 50,000 -$ . 9.117,085 $ 14,775,991
200 5,595,639 60,000 9,122,280 14,767,813
2002 5.599.849 100,000 9,120,520 14,820,369
2003 5,591,681 100,000 9,120,680 - 14,812,361
2004 5,593,461 100,000 9,122,050 14,815,511
2005 6.663.921 100,000 9,126,205 14,890,126
2006 - 5,664,588 100,000 9,264,053 15,028,641
2007 5,667,809 150,000 9,260,562 15,078,371
2008 5.667.469 150,000 9,230,925 15,048,394
2009 . 5,667,406 150,000 3,008,500 8,625,906
2010 4,460,281 150,008 3,008,250 7,618,531
m 4,486,956 150,000 3,006,250 7.643,206
2012 2,111,200 200,000 © 3,003,625 5,314,825
013 213,200 200,000 3,003,965 5.317,165
2014 Cooan2820 200,000 3,006.005 5,318,925
2015 2,113.220 200,000 3,005,420 5,319,640
2016 2,113,340 200.000 3,004,945 5,318,785
207 2,114,520 200,000 3,008.315 5,120,835
Total $71,946,786 $2550.000  $109,538,615 $190,035,401

Future maturities of long-term obligations are as follows:

Year .

2000 $ - 7665000

2001 8,06C,000

2002 8,460,000

2003 8,885,000

2004 - 2017 97,279,242
$130,349,262

General Ohligation Bonds

Revised Code of Washington {(RCW) Chapter 53.36 provides that nonvoted general
obligation bond debt cannat be incurred in excess of 0.25% of the assessed value of
the taxable praperty in the Port district, which was $37,932,381,976 at December 31,
1999. The Port is in compliance wi‘th this fimitation.

RCW Chapter 53.36 also provides that additional general obligation bond debt can be
incurred upon approva! by the voters of the Port district.

The paying agent for bonded debt is:

The Bank of New York

Fiscal Agencies - 7 East

101 Barclay Street

New York, NY 10286

NOTE 5 - RISK MANAGEMENT

The Port is exposed to various risks of loss related to torts; damage to, theft of and
destruction of assets or.cargo; natural disasters; and employee injuries. To limit its
exposu. , the Port purchases a variety of inswance policigs, with limits to $50 million
for general fiability, and bianket limits for property with sub-limits of $150 mitlion for
earthquake and flood cuverage. With the exception of losses which may arise from
employee injuries or eanthquakes, no deductible exceeds $100,000. The deductible for
excess workers' compensation coverage is $275,000. Insurance coverage for earth-
quake damage is subject to a deductible defined as 2% of the value of the damaged
property, with a minimum of $100,000. Insurance coverage for the past three years
has been sufficient to cover all claim settlements.

During 1999, the Pert became self-insured for its regular medical coverage. Included
in aperating reserves in the accompanying financial ~:atements is the liability for
unpaid claims totaling $513,633. There were no material amounts of incurred but not
reported claims as of year end. Excess foss coverage has been purchased threugn an
outside provider to-fimit individual foss to $50,000. Total expense charged to this new
plan during 1999 was approximately $538,000.

The Port began a self-insurance program for workers” compensation in 1986
December 31, 1999, the estimated insurance liability was $110, 882 for
compensation. The Port carries excess werkers’ compensation insurance that covaf
fosses graater.than $275,000 for.each accident. The liability for unpaid claims repre

- sents the estimated future medical costs and lost wages that would normally be -

incurred for injuries already 2ustained but not completely settled.

Claims Hability, beginning nf year $ 85,016 $112430 - -
Claims incurred ¢ ; the year 173,957 103974 .. -

Changes in estimate for privr year claims 127,408 73554 ¢
Payments on claims ‘ {275.500 {204,942) - -

Claims tiability, end of year $110.882 . $85016

There was no liability for unempicyment. At Decembor 31, 1999 and 1998, cash
reserves for workers' compensation ware $325,000 and $343,457, respectively.

NOTE 6 - LEASE COMMITMENTS ‘
The Port leases land, office space and other equipment under operating leases.
Minimum future lease paymems undef noncanceliable operating leases are as
foffows:

Year

2000 $ 598327
2001 ' 598,327

2002 602,077
2003 602,077
2004 and thereafter 7,245,501

Total minimum payments required $9,646,209

Yhe lease term of the primary operatmg lease is from Jnnuary 1998 to April 2015
with four ive five-year | options. P ly, the Port is subleasing the
space for $30,937 per month for the lease term through April 2015, with Two succes- .
sive five-year options. Total rent expense for the years ended December 31, 1999 and
1998 was $731,804 and $795,385, respectively.

The Port, as 2 lessor, leases lund and facilities under terms of one to fifty years. In
addition, some properties ace rented on @ month-to-month basis. Minimum future
rentals receivable under noncancellable operating leases and subleases are as follows:

Yoor o
2000 § 24,354,894
2001 - 19,381,611
2002 20,299,030
2003 - 19,058,540
2004 and thereafter 265,518,035
Total minimum future
rentals receivable $345,622,110
Assets held for rental and leasing purposes as of December 31 are as follows:
. . 1999 1998
Land $ 48,522,381 $ 46,519,492
Structures, improvements and
equipment - net 207,284,653 169,587,518
Total $255,807,035 $216,102,010

NOTE 7 - PENSION PLANS

Substanually all of the Port's full-time and qualifying part-time employees participate
ir one of the following statewice local government retirement systems administered
by the Department of Retirement Systems, under cost- shanng multiple- employer
defined benefit public employee retireiment systems.

Historical trend and other information regarding esch plan is presented in the State
Department of Retirement Systems 1998 annual financia! report. A copy of 1h|s report
may be obtained at:

Department of Retirement Systems
Capital Plaza Building

1025 E. Union Street

P 0. Box 48380

Olympia, WA 98504-8380




NOTE 7 - PENSION PLANS continued
Public Employees’ Retirement System (PERS) Plan 1 and 2

The State Legislaluie established PEFS in 1947 under Chapter 41.40 RCW. PERS is a
cost-sharing multiple-employer defined benefit system. Membership in the System
includes: elected officials; state employees; employees of the Supreme, Appeals and
Superior courts {other than Judges); employees of legislative committees; college and
university employees not in national higher education retirement programs; judges of
district and municipal-courts; non-certificated employees of school districts; and.

ployees of local g Approximately 51% of PERS 1 salaries and 44% of

PERS 2 salaries are paid tc state employees.

PERS contains two plans. As used in this context, the term plans refers to tiers within
PERS. The actual plan is PERS. Participants who joined the system by September 30,
1977 are Plan 1 members, Those joining thereafter are enrolled in Plan 2. Retirement
benefits are financed from employee and employer contributions and investment
earnings. Retirement benefitsin both Plan 1 and Plan 2 are vested after completlon of
five years of eligible service.

Plan 1 members are eligible for retirement after 30 years of sewice, at the age of 60
with five years of service, or at the age of 55 with 25 years of service. The annual
pension is 2% of the final average salary per year of service, capped at 60%.

Plan 2 members may retire at the age of 65 with five years of service, or at 55 with
20 years of service, with an allowance of 2% per year of service of the final average
salary. Plan 2 retirements prior to 65 are actuarially reduced. There is no cap on years
of service credit and a cost-of-fiving allowance is granted, capped at 3% annually.
Ouring the 1997 Washington State Legislative Session, the Washington State
Legisiature approved a change in retirement faw that became effective in 1998.
Chapter 122, Laws of 1997, authorizes portability for LEGFF 1, As a result of this
change, the State’s contribution rate increased .01%. The materia) changes made
during the 1397 Legislative Session that became effective during the 1998 fiscal year
were disclosed in last year's annual report. None of the other bills that passed
affected contribution rates.

Each biennium the Legislature establishes Plan 1 employer contribution rates and Plan

2 employer and employee contribution rates. Employee contribution rates for Plan 1
are established by legisiative statute and do not vary from year to year. Employer
rates from Plan 1 are not necessarily adequate to fully fund the system. The employer
and employee contribution rates for Plan 2 are developed by the Office of State
Actuary to fully fund the system, All employers are required to contribute at the level
established by the Legisfature. The methods used to determme the contribution
requirements were established under state statute, -

The required contribution rates, expressed as a percentage of covered payroll, as of
December 31, 1999 were:

PERS Plan 1 BERS Plan2
Employer 4.81% ‘ 4.41%
Employee 6.00% ) 1.85%

Both the Part and the employees made the required contributions. The Port’s required
contributions for the years ended December 31 were:

PERS Plan | PERS Plan 2
1999 $337,237 $ 869,668
1998 : 398,545 1,076,163

NOTE 8 - POST-RETIREMENT HEALTH CARE BENEFITS

in addition to praviding pensian benefits, the Port pravides certain health care bene-
fits for retired employees. These benefits are provided through insurance companies
whose premiums are based on claims paid during the year. This became effective in
August 1975 for retirees ages 60 to 65. In December 1982, benefits were extended to
age 70. The plan provides major medica! coverage, subject to a deductible, and a
maximum benefit limit of $1,000,000 per person.

Retirees from the Port with a minimu; of 15 years of service are eligible for post-
retirement medical benefits upon attainment of age 60..In crder to participate, quali-
fying retirees wha retire prior to age 60 must reimburse the Port for premiums until
attainment of age 60. As of December 31, 1993, 30 employees are receiving benefits.
The total unfunded liability as of Decembet 31, 1999 of $4,426,100 {1998 -
$4,148,818) has been recognized for post-retirement health care benefits and is
included in operating reserves on the comparative balance sheets. The accrued
liability represents the actuarial present value of accuniufated benefits. The increase
in the accrued liability was recognized as follows:

Service cost $195,107 $175.678

Net loss 144,691 205,858
Payments made " (62,516) {100,535)

Net increase in liability $271.282 '$281,011 .
The service cost represents 1.5% of current year compensation of active employ
covered by the plan. The primary assumptions used to determine the pust—returement

health care liability are:

1999 199
Discount 7.0% 7.0%
Health care cost increase 6.8% 7.4%

The approximate effect of a 1% increase in the assumed annual health care cost is a
$550,000 increase in the accrued liability, while 3 1% decrease in the assumed
annual health care cost results in a $475,000 decreese in the accrued liability.

NOTE 9 - DEFERRED COMPENSATION PLAN :

The Port offers its employees a deferred compensation plan created in accordance
with Internal Revenue-Code Section 457. The plan, available to all Port employees,
permits them to defer a portion of their salary until future years. The deferred
compensation is not available to employees unti! termination, retirement, death, or
unforeseeable emergency.

NOTE 10 - PROPERTY TAXES

The County Treasurer acts as an agent to collect property taxes levied in the County
for all taxing authorities. Taxes are levied annually on January 1 on property values
listed as of the prior May 31. The lien date is January 1. Assessed values are estab-

lished by the County Assessor at 100% of fair market value. A revaluation of all prop-

erty is required every six years.
Taxes are due in two equal instaliments on April 30 and October 31, Collections are
distribued monthly to the Port by the County Treasurer.
The Port is permitted by law to levy up to 45 cents per $1,000 of assessed valuation
for general Port purposes. The rate may be reduced for either of the following
reasons: )
fa) Washington State taw in Revised Code of Washington {(RCW) 84.55 limits the
growth of regular property taxes, but it allows additional amounts for new
construction. The Port is allowed to raise revenues in excess of the limit if
approved by a majority of the voters as provided in RCW 84.55.050.
(b} The Port may voluntarily levy taxes at a lower rate.

Special levies approved by the voters are not subject to the above limitations.

For 1999, the Port's regular tax levy was $0.1859 per $1,000 on a total assessed valu-
ation cf $35,244.911,558, for a total regular levy of $6,548,188. In 1998, the regutar
levy was $6,281,499.
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NOTE 11 - PORT OPERATIONS BY INDUSTRY - =~
The Port operates principally in two industries — terminal services and property

rentals. Terminal services involve niarine-oriented services and include dockage, cargo . |
handling, storage, and related activities. Properties rented include facilities and land e

used primarily-for container.terminals, industrial-activities and storage.

Revenue and income from operations for the years ended December 31, and identifi-
able assets by industry segment, are presented below {dollars in thousands}):

OPERATING REVENUES ' :
Terminal services $17.015 $17,843
Property rentals T 40223 37.452
Environmental insurance proceeds ee 82

Total operating revenues $57.238 $55557

INCOME FROM OPERATIONS - B
Terminal services '$2,986 . $3949
Property rentals 15175 13,001

18,161 16,950

Administration expenses {8,036} " {7678
Depreciation expense allocated to administration (675 - 817)
Net environmental costs .- B
Income from operations . T 9450 8,448
NON-OPERATING REVENUES (EXPENSES) - NET 2,096 6,979
Net income $11,546 . S1548

IDENTIFIABLE ASSETS
Land, facilities and equipment - net:

Terminal services $ 93,750 $ 88415

Property rentals 255,807 t 216,107
Current assets:

Terminal services : 1770 8,183

Property rentals 104 33

Total identifiable assets 352,431 o As0n

GENERAL PORT ASSETS -NET 111,838 162,397
Totaf assets $469,269 $466,438

CAPITAL EXPENDITURES
Terminal services $ 2513 $ 2,536
Property rentals : 11,495 64,313

Total capital expenditures $14,008 . $66,849

General Port assets are principally cash, témporary investments, construction work in
process, Port offices, taxes receivable, and deferred and other assets.

NOTE 12 - COMMITMENTS

The Port has entered into contractual agreements for the acquisition of equipment
and construction of facilities, as well as for certain repairs. At December 31, 1999,
these commitments aggregated $6,930,000.

NOTE 13 - CONTINGENCIES

The Port owns land within the boundaries of the Commencement Bay Near Shore
Tideflats Superfund Site, for which a Remedial Investigation and a Feasibility Study
have been performed by the U.S. Enviranmental Protection Agency and the
Washington State Department of Ecclogy, pursuant to the Federal Comprehensive
Environmental Response Compensation and Liability Act and the Made! Toxics Control
Act. Reiedial actions are currently underway or complete at all known sites.

'NOTE 14 - MAJOR CUSTOMER

Net revenues for the year ended December 31, 1999 and 1998 included $8.673,000
and $27,820,000, respectively, from one cosporation. Receivables from that corpora-
tion totaled $2,099,000 and $3,164,000 at December 31, 1999 and 1938.

. Conuributed capita, beginming of year  $6,515.903
- Depreciation on contributed assets - (120.884)
$6.386,019

Contributed capital, end of year




KNIGHT VALE
& GREGORY .

Certified Public Accountants

INDEPENDENT AUDITORS’ REPORT
February 10, 2000 Y

The Board of Commissioners
PORT OF TACOMA
Tacoma, Washington

We have audited the accompanying comparative balance sheets of PORT OF TACOMA as of
December 31, 1999 and 1998, and the related comparativ'e statements of revenues, expenses and
chzinges in retained earnings, and of cash flows for the years then ended. These comparative statements
are the responsibility of PORT OF TACOMA'’S management. Qur responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards
require that we plan and perform the audits to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence o :
supporting the amounts and disclosures in the financial statements, An audit also includes assessing the I
accounting principles used and significant estimates made by management, as well as evaluating the :
overal! financial statement presentation. We believe that our audits provide « reasonable basis for our i
opinion. ‘ ‘

_In our opinion the financial statements referred to above present fairly, in all material respects, the
financial position of PORT OF TACOMA as of December 31, 1999 and 1998, and the results of its
operations and its cash flows for the years then ended, in conformity with generally accepted
accounting principles. ‘

\/&7% /Lz\c’/»

1145 Broadway Plaza, Suite 900  Tacoma, WA 98402-3523
@ . pi 253.572.7111 i 253-272-3143  www kvg.com
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This information is provided as a convenience to bondholders and 0

Comparative Schedule of Net Revenues Available for Debt Service

REVENUES — P | - T

$17843239  $21.202585 S20.135806

Terminal services : $17,015,913 .. 320,318,716
Property rentals 40,222,881 37.451.87 35,722,083 33,130,116 31,418,696
Environmental insurance proceeds -- * 261,921 o 5065869  © e
Total operating revenues 57238074 §5551.031 57,788,945 5833259 oS
_' Non-operating revenues (1} and (2) 2,522,135 6.429,561 4,603,634 4320694 4,639,062
L Total revenues available for debt service 59,760,209 61,906,552 62,392,579 628532805 56376504
! Operations 15,779,050 16,650,736 18,597,673 17,624,974 17178 541
Maintenance . 8.468.284 8.412,196 7,726,862 6,805,071 7518,002
] Administration ) 8,036.019 7,678,470 7477262 - 6,765.266 6,432,957
Environmental -- 268,141 30,954 890,701 . .-
Total operating expenses, excluding depreciation 32,283,353 33,009,543 3,532,157 32,006,012 31,120,500
Non-operating expenses (3) 26799 29,39% 106,365 - 58895 414123
32,310,152 33,038,939 33639122 32,144,907 315,623
Less levy available for capital improvement (4) 1,789,136 1,295,874 -- - e-
Net expenses ' 30,521,016 31,743,065 33,639,122 32,344,907 31,534,623
Net revenues available for debt service 329239133 $30243527 $28,753457 . $30,508378 $24.841.881
Debt service _ - ’ ' $ 7,892,765 $ 8,185,132 $ 6105818 $ 6,100,147 $ 6,100,503
DEBT SERVICE COVERAGE : 370 369 L% 5.00 407
NOTE: Above schedule does not include levies for ‘
general obligation bond issues outstanding.
FOOTNOTES:
{1) Included in non-operating revenues is interest
earmed on investments of: )
1991 Revenue Bond Redemption Fund $ 131 $ 25622 $ 34145 $ 23874 $ 34489
1992 Revenue Bond Redemption Fund 125,500 96,682 . 78,647 32,170 122,292
1997 Revenue Bond Redemption Fund 18,742 25,049 .- -- Ce.
{2) Excluded from non-operating revenues is
E gain {loss} on sale or write down of property 16,058 439,249 2,052,014 289,034 {102,798}
3 {3) Excluded from non-operating expenses ) : :
are cost of bond issue 143,828 143,828, 105,497 92,242 91,604

(4} Washington Port Districts are authorized by statute to levy $0.45 per $1,000 of actual value of taxable property ad valorem tax upon all taxable property within their
jurisdiction for operations, maintenance, capital improvements and general Port purposes.

1991 REVENUE BOND DEBT SERVICE SCHEDULE | 1992 REVENUE BOND DEBT SERVICE SCHEDULE . | 1997 REVENUE BOND DEBT SERVICE SCHEDULE

-Maturities Total Maturities Total . Maturitios Total

Due Interest Debt Service Due interest Debt Sarvice Due Interest - Debt Service
2000 $ 390,000  §1.422250 $1,812,250 2000 $3,215000 - $1,085115 $ 4,300,115 2000 - $1225000  $1,779,700 $ 3.004,700
200t 410,000 1,397,680 1,807,680 2001 . 3,385,000 921,150 4,306,150 2001 1.290,000 1,718,450 3,008.450 .,
2002 445,000 1,371,440 1,81€.440 2002 3,555,000 745,130 4,300,130 2002 1,350,000 1,663.950 3,003,950 ..
2003 475,000 1,342.515 1,817,515 2003 3,740,000 556,715 4,296,715 2003 1,420,000 1,596,450 . 3,006,450 -
2004 525,000 1.311,165 1.836,165 2004 3,925,000 354,755 4,278,755 2004 1,485,000 1,521,130 3,006,130
2005 2,225,000 1,275,990 3,500,990 2005 2,480,000 138,860 2,618,880 2005 1,585,000 1.451,335 3,006,335
2006 5130,000 1,125,803 6,255,803 Total = $20,300,000 = $30801,745  $24,101,745 2006 1,630,000 1.378.250 3,008,250
2007 5,475,000 776,963 6,251,963 ; 2007 1,720,000 1,288,600 3,008,600
2008 5,825,000 401,925 6,226,925 . 2008 - . 1,810,000 1,194,000 3,004,000 ;-
Total ~ $20,900,000 - $10,425731  $31,325,731 2009 1,905,000 1,103,500 3,008,500 e

2010 2,000,000 1,008,250 3,008,250 .-
2011 2,100,000 906,250 3006250 .. -
2017 2,205,000 798,625 3003625 - -

201, 2,320,000 683,965 3,003,965

2014 2,445,000 561,005 3,006,005 -
2015 2,575,000 431,420 30064200
2016 2,710,000 294,945 3,004,945 . -
2017 2.855,000 151,315 3006315 . .

Total $34,600,000 $13511,140 $54,111,940




GENERAL OBLIGATION BONDS 0

UTSTANDING

Date of issve Maturity
May 15, 1991 June 1,201
July 15, 1992 December 1, 2004
December 15, 1994 December 15, 2009
October 1, 1937 . December 1,2017 .
OTHER PORT DEBT QUTSTANDING ' -

General Description -~ - -

Real Estate Contracts

TAX COLLECTION INFORMATION - . i

A Amaunt of Tax Levy . - Tax Collected a3 of
1993 . $6.548,188 v S 86,246,839
1998 6.281.499. ° WL 6,184,640
1997 5888577 Sl 5857068
199 5,897,345 - i 1,781

1995 . 6,098,353

PORT TAXING DISTRICT ASSESSED VALUATION

2000 $37.932.381.976
1999 , 35,244,911,558
1988 33,743,693,562
1997 31,703,550,198
199 28,113.331,222

PROPERTY TAX LEVY AVAILABLE FOR CAPITAL IMPROVEMENT

-1999 1998
Totat Levy $6.551,043 . $6,200,378
Less Designation for . i c
G. 0. Debt Service - 752,256 4973941
Subtotal - ’ 1,798,787 1316437
Supplements, Canceliations-Net {2,855) - (8,879)
Refunds-Regular ‘ 6,796 {11,684}
Subtotal (9,651) {20,563)
Levpvpilable for .
apital Improvement §1,789,13% $ 129581
CURRENT BOND RATINGS . . :
Revenue Bonds General Obligation Bonds " Lol
Moody's Investor Services Al At

Standard and Poor’s Cornnration A+ A+
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1998 Business Recap

Executive Director John M. Mohr

The Port of Everett; as a municipal
corporation, sets fees and collects revenues
from Port tenants and users of Port services
as well as taxes from property ownars
within the Port district. Profits derived from
revenues are used to improve and upgrade
our diverse facilities. The Port is governed
by a three member commission whose

“members are elected from the Everett Port
district which includes the City of Everett
and part of Mukilteo. Commissioners serve
six-year staggered terms and are responsible
for setting Port policy, approving the budget
and authorizing major capital expenditures.
The Port directly employs 65-70 people
who have a wide range of responsibilities

" including administration, maintenance,
mechanical, and security. There are also
numerous indirect employees working for
tenants and users of Port facilities.

The Port has three major lines of business:
the Marine Terminals where ships and
barges carry cargo to and from points all
over the world, Property Devzlopment
which include properties in and around the
marina and the old Weyerhaeuser Mill B
site which is now called Riverside Business
Park, and the Marina which provides
moorage for over 2,000 commercial and
pleasure craft.

Executive Director John Mohr has stated

- that 1998 proved to be not a gieat year for -
the Port of Everett, but a good year
nonetheless. All three of the Port’s
business lines — Marine Terminals, Property
Management and Marina turned in good
solid performances. It was also a good year
in that there were a number of beginnings at
the Port of Everett. It was also a very good
year in that the Port has positioned itself to

next millenium. -

continue to grow and deveiop wél‘ly‘inw't

Marine Terminals

~ Marine Terminals continued io show

growth in its container operations. This
was offset somewhat by reductions in other .
general cargo activities, primarily centered -
around food products going into Russia. A-
bright spot in Port activities has been the
leveling off of log exports which had
declined in each of the six prior years. . This
is in sharp contrast to other Puget Sound. -
Ports, which have continued to experience
steep declines in log exports. ™ ‘

1998 also marked the completion of the
Port’s new 10-a:ye Pacific Terminal. The
new dock facility is designed to be a multi-
purpose facility capable of handling steel
and containers, among other things. The
facility is wired to handle up to 150 reefer
containers, in addition to 1,000 non-
refrigerated teu’s. The new Pacific
Terminal has a draft of —40 feet at dockside
and is built is for heavy lift capability.

Property Management and Development

The most exciting activity in property
development is the acquisition of 174 acres
from the Weyerhaeuser Company. The Port
acquired the recently cleaned-up brownfield
site from the Weyerhaeuser Company in
March of 1998 at a cust in excess of $12
million. The new Port of Everett industrial
park, known as the Riverside Business
Park, is adjacent to the Burlington




Northern-Santa Fe Delta Switchyard
Facility, has excelient access to Interstate 5
and Highway 529 and is served by a new
industrial capacity access bridge. The
facility has been planned and is being
permitted through the work of the Trammell
Crow Company, nationally known
aevelopers of commercial property. When
built out, the Riverside Industrial Park will
have in excess of 1.3 million sq. ft. under
roof, all designed to meet the needs of light
industry and warehousing. The marketing
focus will be toward companies that have
marine industrial requirements, such as
steel fabricators or auto importers. Site
development is currently underway and the
facilities are expected to be available for
lease in the year 2000.

Marina

The Port of Everett operates the Pacific
Northwest’s largest marina. It has in excess
of 2100 marina slips, in addition to
significant sid~ tying guest moorage
facilities. The Port of Everett continues to
add amenities to the finest marina in the
Pacific Northwest. This year the Port built
and opened yet another restroom and
laundry facility. This one is to service the
needs of the Port’s North Marina patrons, as
well as the users of the Port’s visitor float.

This year the Port Commission directed
Port staff to begin planning for the next
phase of Marina development and
expansion. In 1999 the Port Commission
will designate a consultant to do the
comprehensive planning for the Port’s
North Marina, as well as the development

of the Baywood industrial property.
Baywood is a former log yard site that has
been cicaned up and filled with clean river
sand. The site will be utilized as an
alternative locatton . or industrial facilities
currently located at the North Marina. Once
relocation has taken place, the Port can add
significantly to the existing moorage
through a planned expansion of the Port of
Everett Marina. Currently the Porthasa
waiting list in excess of 800 vessels, most
of which the Port should be able to
accommodate in a newly expanded facility.

Mukilteo Tank Farm

The Port of Everett is taking a leadership
position in the greater Mukilteo/Everett
commnunity to acquire the now abandoned
U.S. Air Force fueling facility located
adjacent to the Mukilteo Ferry Tetrninal.
The Port is working with the City of
Mukilteo, City of Everett, the Washington
State Department of Transportation, Ferry
system, and Sound Transit (formerly known
as the Regional Transit Authority).

The Port has the superior position in the -
Federal surplus property disposal ranking
for governmental agencies within
Washington State. The Port intends to
acquire the tank farm property and then
finalize a comprehensive plan with its
partners. Plans that have been discussed for
the site include a new marina facility of
300-700 slips; a new ferry terminal for the
Mukilteo-Clinton Ferry; a possible
commuter rail facility for Sound Transit,
plus significant publi< space and the




potential for commercial development and
other amenities.

Financial Results

Total Port Operating Revenues were 0.7%
below 1997, but 2.0% ahead of budget,
while total Port Operating Expenses were
favorable by 1.6%, running below 1997.
This produced Net Operating Income of
$2.5 million, which was 3% better than the
prior year. Nonoperating Revenues and
Expenses were lower than 1997 by
$435,000 due to declining interest earnings,
as investments have been used to fund
capital projects. The Net Income for the
Port thus was $5.5 million in 1998, which
was.a 6% decrease from 1997.

The Port’s property tax levy in 1998 was
$.419 per $1,000 in assessed value for
properties within the Port District, and
those properties have an assessed value of
$7.86 billion. In 1998 the Port’s tax
receipts were approximately $3 million.

Summary

The Port of Everett continues 1o have
modest growth. It is expected that in the
coming years the Port will continue to build
out its facilities at the Marine Terminal,
adding .dditional cargo handling equipment
and capability. We fully anticipate that
Marine Terminal growth, while moderating
somewhat, will continue to grow and
expand in the future and the Port will be
able to continue its 3-5% historic growth
rate well into the next millenium.

On the industrial property side, the Port
looks forward to the build out of the

W =yerhaeuser property, adding significantly
to overall employment, while diversifying
the economic base of the community. The
Port also intends to develop significant
additional matina spaces to meet the ever
expanding interest in sailing and power
boating in Puget Sound.




Independent Auditor’s Report on Financial Statements
January 1, 1998 through December 31, 1998

COMPARATIVE BALANCE SHEET

December 31, 1998 and 1997
1998 1997
ASSETS
CURRENT ASSETS:
Cash and Cash Equivalents (Note 1) $ 473,830 $ 1,004,518
Investments (Note 2) 18,483,465 27,106,174
Taxes Receivable (Note 3) 96,521 78,735
Accounts Receivable (net of allowance for uncollectibles) 1,118,627 1,544,180
Interest Receivable 131,222 121,774
Inventory 32,931 37.416
Prepaid Expenses 161,134 174,445
Total Current Assets 20,497,731 30,067,242
RESTRICTED ASSETS: (Note 1)
Cash and Cash Equivalents 3,585 2,164
Investments 6,659,297 2,838,098
Total Restricted Assets 6,662,882 2,840,262
CAPITAL ASSETS:
Property, Plant and Equipment (Note 4) . 170,076,151 154,252,449
Construction in Progress (Note 5) 876,205 1,025,720
Less: Accumulated Depreciation (30,212,482) (26,784,201)
Total Net Capital Assets 140,739,875 128,493,968
OTHER NONCURRENT ASSETS:
Intangible Assets, net (Note 1) . 4,255,905 4,340,073
Other Debits 477,008 . 307,933
Total Other Noncurrent Assets 4,732,912 4,348,006
TOTAL ASSETS : } $172,633,400 $ 165,749,478
LIABILITIES AND EQUITY
CURRENT LIABILITIES:
Warrants Payable $ 142,093 $ 330,491
Accounts Payable 594,391 1,188,695
Accrued Taxes Payable 143,367 108,443
Accrued Interest Payable T 169,880 149,717
Current Portion of Long-term Obllgatlons (Note 8) 2,415,000 2,065,000
Other Current Liabilities . 171,811 145,774
Total Cum:m Liabilities . : 3,636,542 3,988,121
LONG-TERM LIABILITIES: -
General Obligation Bonds, net (Note 8) 8,989,005 9,315,616
Revenue Bonds, net (Note 8) . . Pt 16,013,553 14,437,128
Employee Leave Benefits o Pa 402,863 371,731
Total Long-tenn anbxlmes - 25,405,421 24.124.475
Total Liabilities = S T 29,041,963 = 28,112,597
EQUITY: : . Tl . ST
Contribeted Capital (Note 10) R R G 7,204,899 © 6,729,597

e . 136,386,538 130.907.284
Total Bquity’ o TTT143,591,438 137,636,881
TOTAL LIABILITIES ANDEQUITY = .~ $172,633400  §163,749,478

Retzined Eamings

The notes to the ﬂnqpcigl\,sm_te(qénts are an mteg!‘a



and CHANGES IN FUND EQUITY
For the Years Ended December 31, 1998 and. 1997

COMPARATIVE STATEMENT OF REVENUES, EXPENSES

1998 1997
OPERATING REVENUES: ‘
Marina Operations $4,716,442 §4,752,546
Marine T« rminal Operations 6,295,461 6,672,711
Property Lease/Rental Operations ; 2,365,231 2,056,987
' Total Operating Revenues 13,377,134 13,482,245
; OPERATING EXPENSES:
General Operations 4,018,017 4,561,497
Maintenance : 2,107,863 2,073,700
General and Administrative 1,257,048 1,251,626
Depreciation (Note 4) 3,539,277 3,211,054
Total Operating Expenses 10,922,205 11,097,876
Operating Income ) ‘ 2,454,929 2,384,368
NONOPERATING REVENUES / (EXPENSES):: : -
Interest Income T - 1,334,872 1,800,310
Tax Receipts : S U 3,043,676 3,023,089
Gain / (1.oss) on Disposition of Assets R : (5,595) 300
Interest Expense 7 (1,296,121) (1,281,043)
Election Expense o (14,439)
Other Nonoperating Revenues / (Expenses) : - (52,508) (68,324y
Total Nonoperating Revenues / (Expenses) L o4 3,024,325 3,459,892
NET INCOME B 25,479,254 5,844,260
FUND EQUITY .
Fund Equity - Janvary 1 SRR 137,636,882 131,556,161
Additions to Contributed Capital SE T 475,302 236,460 ;

Fund Equity - December 31 - '$1143,591,438

$ 137,636,882

L. The nows to the finia




STATEMENT OF CASH FLOWS

-~ Fou the Years Ended December 31, 1998 and 1997 |
1998 1997
CASH FLOWS FROM OPERATING ACTIVITIES: )
Net Operating Income/(Loss) $ 2,454,929 $ 2,284,368 -
Adjustments to reconcile net operating income to net cash
provided by operating activities:
Depreciation 3,539,277
Change in Assets and Liabilities
{(Increase)/Decrease in accounts receivable 425,553 i
(Increase)/Decrease in inventory 4,484 il 744)
(Increase)/Decrease in prepayments 13,311 14.779
Increase/(Decrease) in customer deposits 26,037 10,683
Increase/(Decrease) in accounts payabie {594,304) (397,353)
Increase/(Decrease) in warrants payable (188,398) 230,751
Increase/(Decrease) in taxes accrued 34,924 108,443
Increase/(Decrease) in employee benefits payable 31,132 21,178
Disposal of Assets (5.595) 300
Net Cash Provided by Operating Activities 5,741,350 4,999,910
CASH FLOWS FROM NONCAPITAL FINANCING
ACTIVITIES:
Operating property taxes received 2,995,888 2,957,985
Miscellaneous taxes received 30,003 43,440
Non-operating receipts 15,033 563
Non-operating expenses . (14,439)
Net Cash Provided by Nonoperating Financing Activities 3,040,923 2,987,549
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:
Issuance of Bonds, net 3,650,354
Acquisition and construction of capital assets (16,001,015) (12,309,466)
Principal paid on bonds (2,065,000) (2,005,000)
Interest paid on bonds . (1,275,959) (1,295,020)
Bond issue expense (233,998)
Contributed Capital 475,302 236,460
Net Cash Used for Capital and Related Financing Activities (15,450,316) (15,373,027)
CASH FLOWS FROM INVESTING ACTIVITIES:
Net purchase/sale of investment securities - 4,801,511 6,386,117
Interest and dividends on investments L 1,337,267 1,750,460
Escrow Accounts L : 39,319
Net Cash Provided by Investing Activities w6, 3{8,777 8,175,897
Net Increase/(Decrease) in Cash and Cash Equivalents  (529,266) ¢ 790,329

Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Year

1006681 216353

| $1,006,682 .

The notes to the financial statements are an integral part of this statemer




NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

The Port of Everett (the Port) was incorporated in
1918 and operates under the laws of the state of
Washington applicable to a port district,as a
municipal corporation under the provisions of
Chapter 53 RCW. The Port is centrally located on
Puget Sound at Port Gardner Bay about 125 miles
intand from the Pzsific Oc: .n. The boundaries of the
Port District follow a line from Possession Sound
extending d th h the middle of Paine
Field, north to the Snohomish River, and the line then
follows Ebey Slough to Port Gardner Bay north of
the City of Everett. It encompasses the greater city of
Everett and the northern half of Mukilteo. The Port
is situated on deep water Port Gardner Bay and next
to Naval Station Everett. The accounting policies of
the Port conform to generally accepted accounting
principles for local g The Governmental
Acccunting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental
accounting and financial reporting principles. The
following summary of the significant accounting
policies is presented to assist the reader in
interpreting the financial statements. The more
significant policies are described below.

A. Reporting Entity
The Port is a special purpose government,

d dent of Snohomish County and City of
Everett government, and provides marine terminal,
marina, and property lease/rental operations to the
general public and is supported primarily through
user charges.

The Port is governed by a three member Board of
Commissioners, elected by Port district voters. As
policy makers, they delegate certain admmnstrauve

authority to the E Di to cond!
uperauons of the Pon As requn’ed by generally

ing princip mem has
consndered all patent:al p units in defining

the reporting entity. These financial statements
present the Port and‘its component unit, The
comp unit di d below is included in the:

Port’s reporting entity because of the significance of .
its operational or financial relationship with the Purt

The Industrial Development Corporation of the l’ort
of Everett, a public corporation; is authorized to -
facilitate the issuance of tax-exempt nonrecourse
revenue bonds to finance industrial developme:

within the corporate boundaries of the Port. Revenue
bonds issued by the Corporation are payable from
revenues derived as a result of the industrial

devel facilities funded by the revenue bonds,
The bonds are not a liability or contingent liability of
the Port or a lien on any of its properties or revenues
other than industrial facilities for which they were
issued. The Port’s Board of Commissioners governs

the Industrial Develop Corporation. The
Industrial Development Corporation’s account
tal and. in“em‘ Jnd Jasavu Aad

unit within the Port’s financial statements.

The Ports financial resources are provided by marin.
terminal facilities which handle forest and
agricultural prodicts, alumina, aircraft parts, and
various other. commodities; a marina providing
moorage for 2,050 pleasure and fishing vessels; and
property lease/fentals providing more than 80
property leases.

B. Basis of Accounting and Presentation

The accounting records of the Port of Everett are
maintained in accordance with methods prescribed by
the State Auditor under authority of Chapter 43.09
RCW. The Port uses the Budgeting, Accounting and
Reporting System Jor Propnetary—Type Districts in
the State of Washmgton

Funds are accounted for on a cost of services or
“capital maintenance™ measurement focus. This
means that all-assets and all liabilities (whether
current or noncurrem) associated with their activity
are included on their balance sheets. Their reported
fund equity (net tota) assets) is segregated into
conm!)uted capital’and retained eammgs

;parate statement that presents the .
and ﬁnanc\ng actiutles.

cognized when earned and
hen mcurred, Fixed asset







enmely covered by
or by collateral held

19,979,370 .~
_$25:142,762 -
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The Port operates shipp gmapne terminals;
marina, and leases industrial property, wi
primarily financed by user charges. Thekey '

: Property
Leases

Operating Revenue 295 v . 2365231,

OpemtingExpeﬂsc :,' o 469, ’ 5 703984

Depreciation Expeﬁée ‘ 22087 i . 358.248‘:
Income From Operations = ' v 1302999
Administrative Expéﬁ;é |

Net Operating Income

Non-Operating Revenues, riet

Net Income

REQUIRED SUPPLEMENTARY INFORMATION
The year 200! : esult of s om I

affected by the'year 2
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year:2000 ready, :
the Port does business will'b
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